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[4110-02] 
Title 45—Public Welfare 


CHAPTER I—OFFICE OF EDUCATION, 
DEPARTMENT OF HEALTH, EDUCA- 
TION, AND WELFARE 


PART 144—NATIONAL DIRECT 
STUDENT LOAN PROGRAM 


PART 175—COLLEGE WORK-STUDY 
PROGRAM 


PART 176—SUPPLEMENTAL EDUCA- 
TIONAL OPPORTUNITY GRANT 
PROGRAM 


AGENCY: Office of Education. 
ACTION: Interim final regulations. 


SUMMARY: These regulations modify 
earlier regulations which implement 
part A, subpart 2; part C; and part E 
of title IV of the Higher Education 
Act of 1965, as amended. They govern 
the operation of the supplemental 
educational opportunity grant 
(SEOG), college work-study (CWS), 
and national direct student loan 
(NDSL) programs respectively. These 
programs are known collectively as the 
“campus based programs”. 

The modifications in the regulations 
are based on certain policy changes, or 
changes made by the Education 
Amendments of 1976, and on com- 
ments received from the public in re- 
sponse to interim regulations for the 
NDSL and SEOG programs published 
in the FEDERAL REGISTER on November 
24, 1976, and a notice of proposed rule 
making for the CWS program pub- 
lished in the FEDERAL REGISTER on Sep- 
tember 28, 1977. 


EFFECTIVE DATE: These _ regula- 
tions are expected to take effect 45 
days after they are transmitted to 
Congress. Regulations are usually 
transmitted to Congress several days 
before they are published in the Fep- 
ERAL REGISTER. The effective date is 
changed by statute if Congress disap- 
proves the regulations or takes certain 
adjournments. If you want to know 
the effective date of these regulations, 
call or write the Office of Education 
contact person. 


FOR FURTHER 
CONTACT: 


Norman B. Brooks, Bureau of Stu- 
dent Financial Assistance (Room 
4004, ROB-No. 3), 400 Maryland 
Avenue SW., Washington, D.C. 
20202, telephone, 202-245-9717. 


SUPPLEMENTARY INFORMATION: 
The NDSL regulation, part 144, and 
SEOG regulations, part 176, were pub- 
lished as interim final regulations in 
the FEDERAL REGISTER On November 


INFORMATION 
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24, 1976 (41 FR 51946-51982), and the 
Commissioner invited comments on 
these provisions at that time. The 
CWS regulations, part 175, were pub- 
lished as a notice of proposed rulemak- 
ing on September 28, 1977 (42 FR 
49904-49923). In the latter publication 
the Commissioner indicated that 
§§ 175.5 and 175.6 dealing with applica- 
tion procedures and funding proce- 
dures would be made applicable to the 
SEOG and NDSL programs and that 
comments on those sections should 
take that fact into account. The Com- 
missioner further stated that final 
rules for those two sections would 
apply to all three programs. 

The Commissioner is issuing interim 
final regulations for these three pro- 
grams at this time because these regu- 
lations will be consolidated and rewrit- 
ten in simpler English in the next 90 
to 100 days and republished at that 
time. No substantive changes, except 
those that may be proposed under a 
notice of proposed rulemaking, are an- 
ticipated. Therefore the Commissioner 
is not soliciting additional public com- 
ments on the substance of these rules. 

The Commissioner has reorganized 
the three regulations so that common 
sections appear at the beginning, are 
in the same order, and when appropri- 
ate are identical. 

The preamble will first discuss those 
provisions that are common to all 
three programs where significant 
changes were made. Second will be 
those changes that relate solely to the 
NDSL regulation, and third will be 
those changes that relate to the CWS 
regulation. Sections will be discussed 
in order. 


GENERAL 


Comment. One commenter recom- 
mended that various sections of the 
CWS regulations be amended to speci- 
fy that the program must be adminis- 
tered without discrimination on the 
basis of sex, race, age, ethnic heritage, 
or handicap. The commenter observed 
that civil rights requirements of title 
IX of the 1972 Education Amend- 
ments (45 CFR part 86) and title VI of 
the 1964 Civil Rights Act (45 CFR part 
80), as well as section 504 of the Voca- 
tional Rehabilitation Act have direct 
application to the CWS regulation and 
will be binding on recipients. 

Response. This recommendation was 
not accepted. To be eligible to partici- 
pate in any of the Federal programs of 
student financial aid, an institution 
must file an assurance of its compli- 
ance with these requirements. These 
requirements are not mentioned in the 
particular program regulations. In 
that respect, these requirements are 
similar to many other laws, including 
income tax laws and the Social Securi- 
ty Act, which are binding on institu- 


tions but are enforced by agencies 
other than the Office of Education. 

Section 2—Definitions. The defini- 
tions of terms used in the three pro- 
grams have been revised to make them 
identical to each other as well as to 
the definitions used in the basic educa- 
tional opportunity grant program. The 
definition of full-time student has 
been deleted in all three regulations 
since it is not needed, the basic eligibil- 
ity criterion being that a student be at 
least a half-time student. 

The definitions of the term “regular 
student” does not appear in these reg- 
ulations. This term is defined in an 
NPRM for the basic grant program 
published in the FepERAL REGISTER on 
May 15, 1978 (43 FR 20922-20936). 
When the definition of this term is 
published in the final basic grants reg- 
ulations, it will be adopted for the 
campus-based programs. 

Half-time student. Several com- 
menters expressed the view that the 
definition of a half-time undergrad- 
uate student did not permit the school 
to count courses that were not for 
credit and suggested that the defini- 
tion be revised. Other commenters 
noted the distinction between the 
more general definition of a half-time 
graduate student and the more de- 
tailed description of a half-time under- 
graduate student. 

The definition of a half-time under- 
graduate student used in the basic 
grant program was simiplified and. 
adopted for the three campus-based 
programs. It permits a school to in- 
clude non-credit courses in determin- 
ing whether a student is half-time if it 
views that course as the equivalent of 
a creditbearing course. Graduate stu- 
dents are not eligible for basic or sup- 
plemental grants, so a common defini- 
tion was not required for that term. 


INSTITUTION OF HIGHER EDUCATION 


The definition of an institution of 
higher education was revised to con- 
form to the changes made in the defi- 
nition by section 181 of the Education 
Amendments of 1976. This change per- 
mits public and nonprofit private insti- 
tutions to admit as regular students 
persons beyond the age of compulsory 
school attendance who have the abili- 
ty to benefit from the training offered 
by the institution. This change was in- 
advertently left out of the NDSL and 
SEOG interim regulations. 

Sections 5 and 6—Institutional ap- 
plication and funding procedures. 
These two sections are being amended 
for all three programs in response to 
public comment on the notice of pro- 
posed rulemaking for the CWS pro- 
gram. 

Before official publication of the 
NPRM, advance copies of sections 5 
and 6 were circulated to all institu- 
tions of higher education to obtain 
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their comments. Those copies were 
mailed in July, and comments were re- 
ceived during July and August. More 
than 300 institutions submitted writ- 
ten comments. The procedures set 
forth in these two sections of the 
NPRM were than revised, a new appli- 
cation form developed, and the new 
application together with the panel 
review guidelines mailed to institu- 
tions for use in the Fall 1977 applica- 
tion process. 

The Commissioner took this action 
in reponse to concerns and reserva- 
tions expressed by officials from par- 
ticipating institutions, professional as- 
sociations, and the Federal Govern- 
ment about the application process 
that had been used in past years. 
Some of the principal concerns were 
the following: 

1. The application form had become 
increasingly long and complex. The 
long form used in the Fall of 1976 was 
15 pages in length. : 

2. An inordinate amount of time was 
required for completing and reviewing 
the application. 

3. After several years of using a form 
based on an analysis of need, there 
had been only partial success in dis- 
tributing funds equitably. 

In view of these concerns, and recog- 
nizing the fact that the student finan- 
cial aid programs in many institutions 
had achieved a satisfactory level of 
funding, the Commissioner decided to 
propose a new procedure for distribut- 


ing funds for the three campus-based 
programs. It was important to have 
this new procedure in operation in the 
Fall of 1977, so that the panel of ex- 
perts which had been appointed to 
study the application process might be 
able to observe it in action and evalu- 


ate its effectiveness. This need for 
prompt action precluded accepting the 
many suggestions that implementing 
the new process be delayed for a year 
or that the form be based on an insti- 
tutional need analysis as in the past. 

The procedure proposed in the 
NPRM, in summary, provided that the 
request for new funds would be based 
on funds actually expended during the 
“base year.” (For the Fall of 1977, 
“base year’’ means the year from July 
1, 1976 to June 30, 1977.) Any increase 
in funding over the “base year” ex- 
penditures would be the result primar- 
ily of an increase in enrolicment. la 
addition, an institution could request a 
further increase by documenting the 
fact that students had to drop out of 
school because of a iack of student fi- 
nancial aid funds. [t is important to 
note that all data supplied in the ap- 
plication had to be objectively verifi- 
able. Subjective data, e.g. number of 
needy students, were not acceptable. 

After analyzing the comments, sev- 
eral changes were made in the pro- 
posed rule, as follows: 
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1. Institutions were given the option 
of selecting a base amount or “‘formula 
limit’ which was based on their ex- 
penditures during either the “base 
year” or the “current year.” Several 
institutions pointed out that they re- 
ceived increases in funding levels he- 
tween these 2 years, and forcing them 
to base their requests on the “base 
year” would penalize them unfairly. 

2. An inflation factor of 6 percent 
per year was incorporated into the 
process to account for increasing costs 
and to offset an erosion of program 
funds resulting from an institution’s 
budgeting of expenditures so that a 
small amount remains unexpended. 

3. Provision was made for an institu- 
tion to augment its request if there 
were exceptional circumstances relat- 
ing to that institution which made its 
need greater than that of other insti- 
tutions within the State. Institutions 
which had been underfunded over a 
period of several years could use the 
augmentation provision combined 
with further documentation in a nar- 
rative to justify a request for in- 
creased funding. 

4. Provision was made for institu- 
tions to shift funds from one program 
to another to a limited extent. 

5. The provision for basing a portion 
of an institution’s request on the 
unmet need of dropouts was dropped 
from the regulation. Any request for 
additional funds because of past 
unmet need was to be explained in the 
narrative. Many commenters objected 
to this part of the proposed rule, stat- 
ing that it was difficult to make a reli- 
able determination of a student’s true 
reasons for dropping out of school. 
Others protested that the Office of 
Education was imposing an additional 
record-keeping requirement retroac- 
tively, stating that there is no way to 
obtain financial data on students who 
had dropped out during the base year. 

6. Some commenters pointed out 
that the proposed criteria for review- 
ing applications from previous non- 
participants would prevent any new 
category of institutions, such as corre- 
spondence schools, from entering the 
program. No correspondence school 
participated in the programs; hence it 
wouid nct be possible to compare the 
base vear expenditures of a correspon- 
dence school with comparable institu- 
tions as required by the proposed rule. 

In recognition of the validity of this 
comment, a special criterion has been 
adopted for the evaluation of applica- 
tions from correspondence schools. 
That criterion is sct forth in section 
6(c)(5) and requires a correspondence 
school to establish its request based on 
a survey of individual need analyses of 
its students and to supply data about 
this survey. 

7. One commenter suggested that in- 
stitutions with histories of good utili- 
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zation and low delinquency rates 
should not have to list the qualifica- 
tions of all their key student financial 
aid personnel each year. As a result of 
this suggestion, the following change 
was made. An institution which adopt- 
ed its first formula limit as its base 
amount and did not request an aug- 
mentation would not be required to 
list the qualifications of its key per- 
sonnel. The institution’s past perform- 
ance is accepted as evidence that it is 
capable of administering the funds it 
is requesting. 

The final regulation, then, provides 
the option of either a one or two step 
process, both based on objectively ver- 
ifiable data. First, the “base amount” 
or formula limit is calculated by multi- 
plying the actual expenditure in the 
“base year” or the projected expendi- 
ture in the “current year” by an infla- 
tion factor and an enrollment factor. 
Second, an institution can request an 
augmentation over the base amount if 
there are exceptional circumstances 
which make that institution’s need 
greater than that of other institutions 
in the State. The narrative section of 
the application is extremely important 
as a way of providing information to 
substantiate the data set forth in the 
augmentation request. 

Section 7—Application review and 
approval of request. The comments 
made regarding this section related 
more to operating procedures than to 
the content of the section itself. 
Hence, no substantive change was 
made in this section. 

One suggestion resulted in a sub- 
stantial change in operating proce- 
dures. The panel guidelines, which 
previously had been issued as internal 
operating instructions were printed 
and distributd to all institutions with 
the application. Thus, institutions 
could refer to the guidelines while pre- 
paring the application. 

Other suggestions were the follow- 
ing: 1. Panelists shouid be given im- 
proved training and orientation, so 
that they will obtain the same under- 
standing of the way in which their job 
is to be performed. 

2. Variations among the regions in 
the instructions given tc panels should 
be eliminated. 

3. No panelist should be permitted to 
make a recommendation on the appli- 
cation of an institution which is in 
competition with the panelist’s own in- 
stitution. 

4. Regional panels should be elimi- 
nated. 

5. In reviewing appeals the original 
panel recommendation should never 
be lowered. 

The Commissioner sgrees that 
review procedures should be consistent 
in all regions. To help accomplish this 
end, panelists were required to attend 
a training session before considering 
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applications. The Commissioner did 
not, however, wish to eliminate panels 
at this time. Therefore, no change was 
made in the regulation on this point. 
Also, if there is to be peer review, pan- 
elists must necessarily participate in 
the review of applications from insti- 
tutions which are in competition with 
the panelist’s own institution. 

The recommendation regarding 
action on appeals was not adopted. If 
the original panel has made an error, 
that error should be corrected when it 
is detected. To do otherwise would 
deny other institutions funds that 
they should receive. 

Section 9—Eligibility and selection 
of students (Section 175.10 in the 
NPRM). Comments were not request- 
ed on this section despite the incorpo- 
ration of four new paragraphs. These 
new paragraphs are (g), (h), (i), and (j) 
in the CWS regulation and (e), (f), (g), 
and (h) in the NDSL and SEOG regu- 
lations. The paragraphs were pub- 
lished initially in section 144.15, 175.9, 
and 176.17 in an NPRM on April 8, 
1977, and comments were invited at 
that time. 

The four paragraphs are based on 
two requirements for all title IV pro- 
grams which are contained in the Edu- 
cation Amendments of 1976. These re- 
quirements, set forth in section 497(e) 
of the higher Education Act of 1965, 
amended, stipulate that a student may 
receive assistance form title IV pro- 
grams only if that student: 

(a) is maintaining satisfactory pro- 
gress in his ‘or her course of study ac- 
cording to the standards and practices 
of the institution in which the student 
is enrolled, and 

(b) does not owe a refund on a basic 
grant, supplemental grant, or State 
student incentive grant received to 
meet the costs of attendance at the in- 
stitution at which the student is en- 
rolled, and is not in default on a na- 
tional direct student loan received 
from the institution or on a guaran- 
teed student loan advanced to meet 
the student’s cost of attendance at 
that institution. 

In responding to the April 8th 
NPRM, a number of commenters 
asked if the Office of Education would 
set any parameters for institutional 
standards of satisfactory progress. The 
Commissioner believes that the con- 
tent of the institution’s standards of 
satisfactory progress is strictly an in- 
stitutional matter. The statute re- 
quires that the institution must have 
some standards before it can pay title 
IV funds to students, but neither the 
statute nor the program regulations 
specify the content of those standards. 

In setting standards of satisfactory 
progress, an institution is attempting 
to evaluate a student’s efforts to 
achieve an educational goal within a 
given period of time. To make this 
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evaluation, the institution needs to es- 
tablish a normal time frame for com- 
pleting the course of study, and it 
must have some means, such as grades 
or work completed which can be meas- 
ured against a norm. An institution 
lacking any standards would be pre- 
cluded from making payments to stu- 
dents under title IV programs, because 
it would have no means of making the 
determination required by the statute. 

If an institution already has stand- 
ards of satisfactory progress, it may 
use those standards in determining eli- 
gibility for payments under title IV 
programs. If it does not already have 
any standards, it must adopt standards 
which will be applicable at least to re- 
cipients of aid under title IV pro- 
grams. 

In the course of the discussion on 
this issue, a number of commenters 
have asked whether an _ institution 
could have one set of standards which 
would be required for students receiv- 
ing aid under title IV programs and 
another to be use for other institution- 
al purposes. It is the Commission’s 
view that an institution may have 
more than one set of standards of sat- 
isfactory progress. Whatever stand- 
ards are used for determining eligibil- 
ity for payment under title IV pro- 
gram must, of course, be applied uni- 
formly for recipients of aid under all 
of those programs. It would not be 
permissible, for example, to have one 
standard for receiving a basic grant 
and another for receiving a national 
direct student loan. 

For a number of years, financial aid 
officers have expressed concern about 
an inability to deny aid to ‘‘perpetual 
students” who may continue in enroll- 
ment from year to year while making 
little or no progress toward the 
achievement of any educational goal. 
Many of them have pointed out that 
some public institutions are required 
by State law to permit any State resi- 
dent to continue in attendance as long 
as he or she wishes without regard to 
the student’s academic performance. 
Prior to the passage of the Education 
Amendments of 1976, the Office of 
Education attempted to respond to 
this concern by amending the defini- 
tion of “good standing.” This term was 
originally defined as eligibility, accord- 
ing to institutional standards and 
practices, to continue in attendance at 
the institution. To respond to the com- 
menters’ concern, the definition of 
“good standing” in the regulation for 
the campus-based programs was 
amended at that time to include the 
requirement that the student must be 
“making measureable progress toward 
the completion of his or her course of 
study.” Since the “satisfactory pro- 
gress’’ requirement established by the 
Education Amendments of 1976 has 
eliminated the need for the “‘measur- 


eable progress”’ criterion, it has been 
deleted from the definition of “good 
standing” in these regulations. 

Paragraph (h) of the CWS, and 
paragraph (f) of NDSL and SEOG reg- 
ulations further provide that if the in- 
stitution determines at the beginning 
of a payment period that the student 
is not making satisfactory progress but 
is able to reverse that determination 
before the end of the payment period, 
the student may receive payments for 
the entire period. However, if the re- 
versal of the original determination 
does not occur until after the end of 
the payment period, no retroactive 
payments may be made for that pay- 
ment period. 

Paragraph (g) of the CWS regula- 
tion and paragraph (e) of the NDSL 
and SEOG regulations also reflect the 
statutory provision stipulating that 
the institution may not pay campus- 
based funds to a student who owes a 
refund of an overpayment received 
under any of the three title IV grant 
programs. The regulations further dif- 
ferentiate between an overpayment re- 
sulting from an institutional error and 
one resulting from the student’s error. 
If the overpayment was the resut of 
an institutional error, the institution 
may pay campus-based funds if the 
student acknowledges in writing the 
amount of the overpayment and 
agrees to repay it within a reasonable 
period of time. If the overpayment re- 
sulted from an error on the part of the 
student, the institution may pay 
campus-based funds if the overpay- 
ment has been repaid by the student 
or can be eliminated within the aca- 
demic year by adjusting subsequent 
payments for that academic year. 

In addition to overpayments result- 
ing from student error in completing 
the application or institutional error 
in computing the amount of a grant, 
overpayments may also result if the 
student leaves the institution before 
the completion of the period for which 
the funds were awarded. The NPRM 
published on April 8, 1977 discussed 
the issue of attribution of repayments 
from cash reimbursements made di- 
rectly to the student when the student 
leaves the institution before complet- 
ing the period for which the funds 
were awarded. In the notice, a formula 
was proposed to be inserted in § 176.14 
of the SEOG regulations, and § 190.77 
of the basic grant regulations, for cal- 
culating the portion of a grant dis- 
bursement which should be considered 
an overpayment by the student. There 
was a general consensus among the 
commenters that the formula did not 
allow sufficient flexibility for the in- 
stitution to take into consideration the 
circumstances of individual students in 
determining the amount of a cash dis- 
bursement which should be repaid. In 
response to the commenters’ concern, 
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the proposed formula has been dis- 
carded. 

The reader’s attention is also invited 
to $168.16 of the proposed Standards 
Regulations published as an NPRM in 
the FEDERAL REGISTER on August 10, 
1978. When it is published in the final 
form, this section will be the Office of 
Education’s policy on institutional re- 
funds. 

Paragraph (j) of the CWS regulation 
and paragraph ¢h) of the NDSL and 
SEOG regulations are intended to 
clarify the institution’s responsibility 
in fulfilling the statutory require- 
ments stating that it may not pay 
campus-based funds to a student who 
is in default on a guaranteed student 
loan advanced to the student to meet 
costs of attendance at that institution. 
These paragraphs provide that, in de- 
termining whether the student is in 
default, the institution may rely on a 
written statement from the student 
unless it has information to the con- 
trary. Thus, the institution would not 
be required to initiate inquiries with 
commercial lenders to determine the 
current repayment status of each of 
its potential aid recipients. Also, these 
paragraphs provide that the institu- 
tion may, if it chooses, award campus- 
based aid to a student who is in de- 
fault (1) on a guaranteed student loan 
if the guarantor (i.e., the Commission- 
er or the applicable guarantee agency) 
has determined that the student has 
made satisfactory arrangements to 
repay the defaulted loan or (2) on an 
NDSL if the institution has made a de- 
termination that the student has 
made satisfactory arrangements to 
repay the loan. For purposes of this 
section, an NDSL or a GSL which has 
been discharged in bankruptcy is con- 
sidered to be in default. 

Section 11—Cost of education 
(§ 175.12 of the NPRM). Comments 
were not requested on this section, be- 
cause no changes were proposed. How- 
ever, a change was proposed to the 
provision governing the cost of a pro- 
gram of study abroad for purposes of 
determining eligibility for assistance 
under the campus-based programs. 
That proposed change was contained 
in § 175.15 of the NPRM and is now in 
section 14(g) of the final regulation. 
The comments received on section 
II(c) are discussed here, but they are 
also relevant to § 14(g) of the final reg- 
ulation. 

Under the regulation previously in 
effect, the total amount of financial 
aid a student could receive from any 
and all sources for a course of study 
abroad was limited to the amount 
needed for a course of study at his or 
her “home” campus. Since the regula- 
tion was not intended to prevent the 
receipt of non-Federal funds to pay 
the additional costs of study abroad, 
§ 175.15(f) of the NPRM proposed that 
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a student could receive funds from any 
source other than the basic grant pro- 
gram or the three campus-based pro- 
grams to pay the reasonably necessary 
additional costs of a program of study 
abroad. 

Most of the comments on § 175.12(¢) 
of the NPRM pointed out inconsisten- 
cies between that paragraph and 
§175.15(f). To eliminate any possible 
confusion §11(c) of the final regula- 
tion has been reworded to specify that 
“cost of education” as used in this sec- 
tion refers only to the figure used in 
calculating a student’s need for funds 
under the campus-based programs. 

Section 13—Approved need analysis 
systems (§ 175.14 of the NPRM). The 
dollar limits on assets contained in 
paragraph (b)(2) of this section have 
been modified to be consistent with 
the changes being made in the family 
contribution schedule of the basic 
grant program. The changes reduce 
the amount a family would otherwise 
be expected to contribute from assets. 

No comments were requested on this 
section. ; 

Section 14—Coordination of student 
financial aid programs, award 
amount, and overaward (§175.15 in 
the NPRM). The NPRM proposed a 
new paragraph (d) based on § 128(d)(3) 
of the Education Amendments of 1976. 
This section provided that no student 
in the CWS program who had a 
second job concurrently would have to 
terminate his or her CWS job when 
the earnings from the two jobs exceed- 
ed the student’s financial need. How- 
ever, when the earnings exceeded the 
financial need by $200 or more, contin- 
ued employment under the CWS pro- 
gram could not be subsidized with Fed- 
eral funds. 

Many of the comments’ on 
§175.14(d) sought clarification of the 
term “additional employment,” and 
others suggested extending the provi- 
sions to all employed students. The 
Commissioner has determined, upon 
further examination, that the benefits 
of § 128(d)(3) of the Education Amend- 
ments of 1976 should be extended to 
all students whose overawards arise 
from one or more jobs. Accordingly, 
section 14 has been revised as de- 
scribed in the two paragraphs that 
follow. 

Paragraph (b) states a general rule 
prohibiting an award of assistance 
which, when combined with other re- 
sources from Federal and non-Federal 
sources, exceeds the student’s finan- 
cial need. Two exceptions to the gener- 
al rule apply. The institution does not 
violate the rule when (1) a student ob- 
tains additional resources after the in- 
stitution has made the award if the 
total resources do not exceed the stu- 
dent’s need by more than $200 or (2) 
the student earns more money from 
employment than the institution had 
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anticipated when making the award, 
and the surplus earnings are treated 
as required by paragraph (d). 

Paragraph (d) requires the institu- 
tion to determine if the surplus earn- 
ings (more than $200 above need) are 
needed to meet any reasonable and 
necessary costs not anticipated at the 
time of the award. If there is increased 
need but the resources will still exceed 
need by more than $200, the institu- 
tion must reduce any loan or grant 
(except Basic Grant) awarded but not 
yet paid and treat surplus earnings 
either as a resource for the following 
year or as a substitute for the expect- 
ed family contribution unless a Gutar- 
anteed Loan has been used for that 
purpose. This paragraph also states 
that an institution does not have to 
take any further action if the student 
is not returning for the following year. 

The Education Amendments of 1976 
also increased the income limits for 
automatic interest eligibility for Guar- 
anteed Loans from $15,000 to $25,000. 
Section (f) has been revised to reflect 
this change. The paragraph has also 
been written in a clearer style. 

Section 16—Payments to students. 
This section, as it relates to the NDSL 
and SEOG programs, has been revised 
to offer more institutional flexibility 
in making payments during the year. 

Section 19—Fiscal procedures and 
records. Regulations previously in 
effect have not required physical seg- 
regation of Federal funds, but have re- 
quired institutions to give notice to 
the banks of all accounts in those 
banks in which Federal funds are de- 
posited. This provision has been 
changed to require an institution to 
deposit all funds for the campus-based 
and basic grant programs in an ac- 
count which has no other funds in it. 

The provision for non-Federal audits 
has been changed to require each 
audit to cover the entire period of 
time which has elapsed since the last 
audit. It should be pointed out in this 
connection that the existing CWS reg- 
ulations became effective on Novem- 
ber 3, 1976, and the NDSL and SEOG 
regulations, on December 24, 1976. 
Therefore, the first year in which this 
requirement applies is the award 
period which ended on June 30, 1977. 
An institution which participated in 
any of the campus-based programs 
during that year and did not have 
itself audited as of June 30, 1977 must 
have itself audited as of June 30, 1978. 
The audits may be performed by an 
independent public accounting firm, a 
State or local auditor where appropri- 
ate, or an institution’s own internal 
auditors if they are independent of 
the accounting for and operation of 
the program. 
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SuMMaRY OF COMMENTS AND RESPONSES 
RELATING TO Part 144 (NDSL) 


SECTION 144,2—DEFINITIONS 


“In default’. One commenter asked 
for a clarification of the phrase ‘‘other 
appropriate arrangements” used in the 
definition of the term “in default” in 
the interim regulations. 

The final regulation incorporates 
the term “in default” in the definition 
of “default.” The phraseology relating 
to curing the default has been 
dropped entirely from the new defini- 
tion. The reader should also note that 
section 9(h)(4) states that an NDSL 
which has been discharged in bank- 
ruptcy is considered to be in default 
for purposes of determining eligibility 
for assistance under all three campus- 
based programs. 

“Graduate or professional student”. 
One commenter asked whether a stu- 
dent who already has an undergrad- 
uate degree and is enrolled at an insti- 
tution in a post-baccalaureate unclassi- 
fied status (e.g., a student who needs 
to complete certain undergraduate 
courses to be admitted to a particular 
program of graduate study) is eligible 
for a loan. 

Under the NDSL regulation a post- 
baccalaureate student in an unclassi- 
fied status may be determined eligible 
for a loan, unless the student has al- 
ready borrowed $5,000 under the pro- 
gram. Since a post-baccalaureate un- 
classifed student is not a graduate stu- 
dent, the limit does not increase to 
$10,000. The reader should also note 
that any student who has already re- 
ceived a baccalaureate degree is no 
longer an undergraduate student and 
is therefore ineligible to receive a basic 
grant or a supplemental grant. 


SECTION 144.8—INSTITUTIONAL 
AGREEMENT 


Comment. Several commenters sug- 
gested that this section be revised to 
allow an institution to make a short- 
term loan to its Fund in anticipation 
of collections normally received too 
late for relending during an award 
year. Then, when collections were re- 
ceived to cover its loan to the Fund, 
the institution would be permitted to 
repay itself from the Fund. This 
would allow an institution to make 
more loans to needy students during 
the award year and to end the year 
with little or no cash on hand. 

Response. The Office of Education 
concurs, and § 144.8 has been revised 
by adding new subparagraphs (b)(7) 
and (c)(6) to authorize institutions to 
make these short-term loans to the 
NDSL Fund and to repay them from 
the Fund. 


SECTION 144.9—-STUDENT ELIGIBILITY 


Comment. One commenter asked for 
clarification of the language of 
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§144.9(d) (which was previously 
§ 144.9(e)) which states that “loans 
made under this part shall be made 
reasonably available to all eligible ap- 
plicants except that no loan may be 
made under this part to any student 
who indicates an unwillingness to 
repay that loan.” The commenter 
asked if verbal statements by borrow- 
ers indicating an unwillingness to 
repay would constitute grounds for 
denial of a loan. The commenter also 
suggested the substitution of the lan- 
guage from section 132 of Pub. L. 94- 
482, the Education Amendments of 
1976, providing no financial aid pay- 
ments to students in default on a prior 
loan for attendance at that institution. 

Response. A verbal statement by a 
potential borrower indicating unwill- 
ingness to repay is grounds for denial 
of a loan. This is much broader than 
the language of section 132 of Pub. L. 
94-482, which is now included as a new 
paragraph (e) of this section. 

Comment. Two commenters raised 
the question as to the extent of insti- 
tutional discretion in denying a loan to 
a student who meets all eligibility cri- 
teria for a loan including need, if the 
difference between the amount the in- 
stitution can lend and the amount of 
the student’s need is so great that the 
student cannot reasonably be expected 
to complete the academic period for 
which the loan is awarded. 

Response. If the disparity between 
the amount the institution can lend a 
student and the amount of the stu- 
dent’s need is so great that it can be 
easily predicted that the student will 
be forced to withdraw before the end 
to the academic period for which the 
aid is awarded, the institution may 
refuse to make the loan. 


SECTION 144,16—DISBURSEMENT OF 
LOANS (SECTION 144.15 OF THE INTER- 
IM REGULATIONS) 


Comment. Numerous commenters 
objected to the _ provisions’ of 
§144.16(a) requiring disbursement of 
NDSL funds to students in equal in- 
stallments by payment period. Many 
unusual or mitigating circumstances 
were cited where by this provision 
might deprive a student of assistance 
in a particular enrollment period. Ex- 
amples are: a student teacher who 
cannot work during a period of stu- 
dent teaching, the fact that many 
schools do not wish to make loans to 
freshmen in the first enrollment 
period and the fact that work-study 
funds usually are not earned in pro- 
portion to other aid granted in the 
first enrollment period. 

Response. The Office of Education 
agrees, and the regulation has been re- 
vised to offer more institutional flexi- 
bility in making advances on loans. 


SECTION 144.31—LIMITATIONS 
GOVERNING AGGREGATE AMOUNT OF LOANS 


Comment. One commenter requested 
clarification of § 144.31(c) which pro- 
vides that the maximum loan is 
“$2,500 in the case of any student who 
has not compieted 2 academic years of 
a program of education leading to a 
bachelor’s degree.”’ The commenter 
cited as an example a student needing 
90 quarter units to be classified as a 
junior, but who has completed only 72 
quarter units in the first 2 years and 
has already received $2,500 in loans. 

Response. No borrower may receive 
more than $2,500 until the borrower 
has earned enough to be classified as a 
junior (third year student) in a pro- 
gram leading to a bachelor’s degree. 


SECTION 144.33—MINIMUM RATE OF 
REPAYMENT 


Comment. One commenter suggested 
that a borrower who has received both 
Defense and Direct Loans where the 
notes evidencing the Defense and 
Direct Loans contain the optional $15 
and $30 minimum monthly repayment 
provisions respectively should be re- 
quired to repay a minimum of $45 per 
month on the two loans. 

Response. This practice is prohibited 
by § 144.33(c) of the regulation. It is 
not permissible under the Act to’ re- 
quire repayment of a combination of 
Defense and Direct Loans or a combi- 
nation of Direct Loans at a rate in 
excess of $30 per month unless a 
higher monthly repayment rate is re- 
quired to repay the loans over a repay- 
ment period of 10 years. The reader’s 
attention is also directed to page 51953 
of the Interim Regulation’s “‘summary 
of comments” for a more detailed dis- 
cussion on the use of the optional 
minimum monthly repayment plans. 


Susppart C—Loan COLLECTION—DUE 
DILIGENCE 

Discussion. As a result of numerous 
comments, a public hearing was held 
on June 14, 1977 in room 3652, Region- 
al Office Building, Seventh and D 
Streets SW. The public hearing was . 
held for two purposes. The first was to 
gather additional information con- 
cerning loan servicing functions which 
are performed by a billing service, by a 
collection agency or by some other 
third party. The second purpose was 
to identify and clarify functions which 
may be performed by a billing service 
vis-a-vis a collection agency. Represen- 
tatives of several billing services and 
collection agencies presently perform- 
ing billing and/or collection activities 
on NDSL funds appeared and present- 
ed their views on these topics. 

During the course of the hearing it 
was determined that the principal ele- 
ment which distinguishes between a 
billing service and a collection agency 
is the degree of delinquency on notes 
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handled. Normally a collection agency 
would not receive a loan for collection 
before it is at least 105 days overdue. 
However, if the institution considers a 
note defaulted, it may assign it to a 
collection agency for collection 30 days 
after sending a final demand letter. A 
loan is considered defaulted if the in- 
stitution believes that the borrower 
does not intend to repay. 

There can be considerable duplica- 
tion of functions between a billing 
service and a collection agency. For ex- 
ample both may perform skip-trace ac- 
tivities and both may engage in tele- 
phone contact with delinquent bor- 
rowers. The fee charged by a billing 
service is normally a monthly charge 
per account serviced and may not be 
charged to the Fund as an “other col- 
lection cost” except that payment may 
be made from the Fund for skip-trace 
activities and phone calls to the bor- 
rower. In contrast, all of the fee 
charged by a collection agency may 
normally be charged to the Fund if it 
does not exceed one-third of the 
amount collected. 

The Office of Education has been as- 
sured by billing services that they can 
provide clients with satisfactory docu- 
mentation to show which portion of 
the monthly service charges paid by 
those clients (i.e., institutions of 
higher education which participate in 
the program) may be properly classi- 
fied as “other collection costs.” Ac- 
cordingly, the Office of Education will 
permit an institution using a billing 
service to charge its Fund for the per- 
formance of those activities when they 
are separately documented. The re- 
mainder of the monthly service fee 
may not be charged to the Fund, be- 
cause it is for the performance of rou- 
tine administrative duties. 

To assist in identifying billing serv- 
ice activities which may be charged to 
the Fund as well as providing for a 
high standard of due diligence, the 
regulations are being amended to 
specify all the steps which must be 
performed in collecting on any loan 
not paid by its due date or on which 
an appropriate cancellation or defer- 
ment form is not filed by the due date. 
The first two overdue notices have 
been retained as in the interim regula- 
tions—one within 15 days and the 
second within 45 days of the missed 
due date. If the borrower does not re- 
spond satisfactorily to those contacts, 
a third effort must be made by mail- 
gram or telephone. If a satisfactory re- 
sponse is not received, a final demand 
letter must be sent within 15 days of 
the third contact (i.e., within 75 days 
of the missed due date). The final 
demand letter must give the borrower 
30 days to repay and inform him or 
her that the loan will be referred for 
collection or litigation unless a satis- 
factory response is received within 
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that time. If the institution intends to 
accelerate the loan or has already 
done so, that fact must also be stated 
in the final demand letter. 

If a satisfactory response is not re- 
ceived to the final demand letter, the 
institution must contact the borrower 
by telephone before referring the loan 
for collection or litigation. This tele- 
phone call may be made within the 30 
days the borrower was given to re- 
spond to the final demand letter or 
after the expiration of the 30 days. 
Fhe purpose of the telephone call is to 
find out whether the _ borrower’s 
reason for non-response is financial 
hardship such as prolonged illness or 
unemployment. If it is, the borrower 
should be given a hardship deferment. 
This telephone call should be made by 
a person skilled in making telephone 
collections. 

If the loan is referred for collection 
and the borrower still fails to pay, the 
institution must decide whether the 
borrower has the ability to pay. It 
must sue for payment if the indebted- 
ness is at least $500 and the borrower 
(1) can be located, (2) has assets which 
may be used to satisfy the indebted- 
ness, and (3) has no Known defense 
(e.g., the statute of limitation). 


SECTION 144.42—GENERAL (SECTION 
144.41 OF THE INTERIM REGULATIONS) 


Comment. One commenter suggested 
that § 144.42(b)(2) be revised to re- 
quire withholding of services, e.g., 
transcripts, to the student borrowers 
who leave the institution without 
notice and fail to respond to institu- 
tional mail. 

Response. If not prohibited by State 
or local law, the withholding of stu- 
dent transcripts and other services is 
recommended. However, the Office of 
Education feels that it would be inap- 
propriate for this to be made a re- 
quirement by regulation, because it 
might be prohibited by State law in 
some States. 


SECTION 144.43—CONTACT WITH THE BOR- 
ROWER PRIOR TO REPAYMENT PERIOD 
(SECTION 144.42 OF THE INTERIM REGU- 
LATION) 


Comment. One commenter objected 
to the provision of § 144.43(b) which 
requires an exit interview with every 
student borrower and cited the inabil- 
ity of the institution to do so when a 
borrower leaves schoo! without notifi- 
cation. One commenter objected to 
the requirement for contacts with the 
borrower during the grace period con- 
tained in § 144.43(c). 

Response. The regulation provides 
that, whenever possible, the interview 
must be held in person. When a stu- 
dent borrower leaves school without 
notice, the institution is required to at- 
tempt the exit interview by mail. After 
this attempt, unless mail] is returned, 
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the institution is considered to have 
fulfilled its responsibility. If, during 
this period, mail is returned ‘‘address 
unknown,” the institution is required 
to take immediate steps to skip-trace 
in order to reestablish and maintain 
contact with the borrower to better 
insure collection of the loan. Contact 
with the borrower is necessary during 
the grace period to enable the institu- 
tion to keep track of changing address- 
es. 


SECTION 144.46—COLLECTION AND LITIGA- 
TION PROCEDURES (SECTION 144.45 OF 
THE INTERIM REGULATION) 


Comment. Several commenters 
stated that the bond requirements for 
commercial collection agencies con- 
tained in § 144.46(b) were too high. 

Response. The Office of Education 
concurs and has revised the regulation 
to provide an alternative to bonding. 
Bonding is not required if the collec- 
tion agency does not control NDSL 
cash. Section 144.46(b) now provides 
for the use of a “lock-box,”’ which re- 
sults in a deposit of funds in an ac- 
count in the name of the lending insti- 
tution without funds passing through 
the hands of the collection agency. 


SECTION 144.47—OTHER COLLECTION 
COSTS—LITIGATION COSTS (SECTION 
144.46 OF THE INTERIM REGULATION) 


Comment. Several commenters 
asked if ‘‘actual costs of collection” as 
provided for in § 144.47(b) may include 
salaries of the institution’s own per- 
sonnel when it elects to perform its 
own collections. 

Response. Yes. The regulation has 
been amended to clarify this point. 


SuBPART D—LOAN CANCELLATION 
SECTION 144.51—SPECIAL DEFINITION 


Comment. Several commenters 
asked if crippled children and children 
with learning disabilities meet the 
definition of “handicapped children” 
set forth in § 144.51(d) of the regula- 
tions. 

Response. The definition of ‘‘handi- 
capped children” is taken directly 
from the statute. The definition does 
not specifically speak to either crip- 
pled children or children with learning 
disabilities. Thus whether or not per- 
sons in either of these categories 
would meet the definition of ‘“handi- 
capped children” would depend upon 
the severity of their impairment 
within the context of the present defi- 
nition. It should also be noted that the 
term “special education” does not nec- 
essarily mean education of the handi- 
capped, although it often does. For ex- 
ample, a remedial program for teach- 
ing slow learners may be classified as 
special education but not meet the 
definition of “handicapped.” When in 
doubt, the institution should request a 
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job description from the employer to 
determine whether or not a borrower 
is a teacher of the handicapped. 


SECTION 144.56—-MILITARY CANCELLA- 
TION (SECTION 144.55 OF THE INTERIM 
REGULATIONS) 


Comment. One commenter noted 
that §144.56(b)(1) as written seems 
not to restrict eligibility for cancella- 
tion of loans made after June 30, 1972 
to military service performed after 
that date. 

Response. The Office of Education 
concurs, and the regulation has been 
revised to correct this error. 


SUMMARY OF COMMENTS AND RESPONSES 
RELATING To Parr 175 (CWS) 


SECTION 175.8—INSTITUTIONAL 
AGREEMENT 


Comment. One commenter asked 
whether § 175.8(a)(8) requiring an in- 
stitution to make equivalent employ- 
ment available to all students means 
that the institution must operate a 
non-CWS student employment pro- 
gram equal in size to its CWS pro- 
gram. 

Response. Section 175.8(a)(8) is a 
verbatim quote from the statute. It 
does not require an institution to allo- 
cate any specified amount of funds to 
its non-CWS student employment pro- 
gram. What it does require is that all 
students in the institution who desire 
employment must have a reasonable 
opportunity to obtain any non-CWS 
employment that is made available or 
arranged by the institution. 


SECTION 175.22—PROGRAM ELIGIBILITY 
(SECTION 175.17 OF THE NPRM) 


Comment. One commenter objected 
to the inclusion of § 175.22(b)(5) as un- 
necessary. That clause bars employ- 
ment under the program for the U.S. 
Office of Education. 

Response. The Commissioner wishes 
to avoid the possibility of seeming to 
favor any institution over any other 
institution as the result of his receipt 
of items of value from one but not the 
other. Such an appearance could be 
created if the Commissioner accepts 
the services of students employed 
under the CWS program. Eighty per- 
cent of the amount earned by students 
under the CWS program comes from 
program funds granted by the Com- 
missioner to an institution: The pay- 
roll cost to the Commissioner, if he 
were to accept the services of those 
students, would be only twenty per- 
cent of student wages (plus a small ad- 
ditional amount for employer con- 
tributory costs). The fact that the 
value of these services is received by 
the Commissioner in his official capac- 
ity, not personally, does not diminish 
the fact that acceptance of the ser- 
vices could create the appearance that 
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the Commissioner is failing to admin- 
ister the CWS program in a complete- 
ly fair and impartial manner. 


SECTION 175.24—ESTABLISHMENT OF 
WAGE RATES (SECTION 175.19 OF THE 
NPRM) 


Discussion. Numerous inquiries were 
received from public institutions as to 
whether they would be required to in- 
crease their CWS wages to $2.65 an 
hour on January 1, 1978, because of 
the recent amendment to the Federal 
minimum wage law (which is con- 
tained in the Fair Labor Standards 
Act and is administered by the Depart- 
ment of Labor). The commenters 
point out the fact that, as a result of 
the Supreme Court’s decision in Na- 
tional League of Cities v. Usery, public 
institutions of higher education are no 
longer subject to the Federal mini- 
mum wage law. Many of these com- 
menters stated that they are currently 
paying at least $2.30 an hour to all 
their students, but that it would be a 
budgetary hardship for them to be re- 
quired by regulations to increase that 
minimum rate to $2.65 an hour on 
January 1, 1978. Many of these com- 
menters observed that the minimum 
wage for the CWS program is effec- 
tively the minimum wage for all stu- 
dents at their institutions, because 
they pay the same rate to all students 
doing the same work. 

Despite the fact that public institu- 
tions are not subject to the Federal 
minimum wage law, these institutions 
are required to pay CWS students at 
the minimum rate which the Commis- 
sioner establishes for the program if 
they are to receive the Federal share 
of the wages. In recognition of the dif- 
ficulties that would be experienced by 
public institutions if the minimum 
wage for the CWS program were to be 
increased on such short notice from 
$2.30 an hour to $2.65, the Commis- 
sioner has provided for that increase 
to take place on July 1, rather than 
January 1, 1978. Subsequent increases 
in the CWS minimum wage will also 
occur on July 1, rather than January 
1, in order to be more closely coordi- 
nated with the usual academic calen- 
dar. 

Private institutions should note, 
however, that these delays from Janu- 
ary 1 to July 1 do not apply to them, 
because they are subject to the provi- 
sions of the Federal minimum wage 
law. Therefore, they must pay the 
higher rate beginning on January of 
each year, unless an exception is 
granted. 


SECTION 175.25—EARNINGS ATTRIBUTABLE 
TO COST OF EDUCATION (SECTION 175.21 
OF THE NPRM) 


Discussion. Section 444(a)(3)(A) of 
the Higher Education Act of 1965 (42 
U.S.C. 2754) provides that an institu- 


tion may furnish employment under 
the CWS program ‘‘only to a student 
who * * * is in need of the earnings 
from such employment in order to 
pursue a course of study at such insti- 
tution (taking into consideration the 
actual cost of attendance at such insti- 
tution”. ‘‘Need”’ is defined for all of 
the campus-based Federal programs of 
student financial aid as the difference 
between the student’s cost of educa- 
tion and his or her expected family 
contribution. 

However, it would be unreasonable 
in some cases to expect 100 percent of 
a student’s earnings under the CWS 
program to be attributed to his or her 
cost of education; therefore section 
175.25 was written to specify what. por- 
tion of those earnings must be attrib- 
uted to the student’s cost of education. 
One obvious exclusion is any amount 
of income taxes which the student is 
required to pay (which may or may 
not be equal to the amount of taxes 
withheld). Another is any job-related 
cost which the student would not oth- | 
erwise have to pay, such as job-related © 
commuting costs. A less obvious exclu- ° 
sion is the cost of the student’s room 
and board if he or she is employed | 
under the program during the summer : 
(or other extended vacation period) ! 
while not attending classes. The stu-- 
dent’s room and board costs during 
the summer may be included in the 
cost of education, but only if the stu- ; 
dent is on a twelve-month budget. In - 
that case, a provision for the inciden- ‘ 
tal cost allowance for room and board 
is not needed. 

Section 175.20(b) 


of the previous 
final CWS regulation provided that 
the maximum amount deductible from 
the student’s summer earnings as costs 
incident to employment was 20 per- 
cent or $200 unless the only job ob- 
tainable by the student required a 


greater amount. In the latter case, 
actual costs could be deducted up to a 
limit of $400 or 40 percent. Public 
comment on this restriction was dis- 
cussed on page 49906 of the NPRM of 
September 28, 1977 (42 FR 49906). In 
response to that public comment, the 
Commissioner proposed to change the 
$200 limit to $300 and the $400 limit to 
$600, leaving the percentage limits un- 
changed. 

Comment. A number of commenters 
objected to the proposed limits of $300 
and $600 as being excessively restric- 
tive and offered cost of living data to 
show that a person needs from $800 to 
as much as $1,060 for room and board 
for four months. Some of these com- 
menters recommended the deletion of 
all the limits in § 175.25(b) leaving the 
percentages as the standard. One 
other commenter recommended the 
retention of the dollar limits, but the 
deletion of the percentage limits. 
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Response. Section 175.25 has been 
expanded to specify that the institu- 
tion may include room and board costs 
for the student’s summer vacation 
period in the student’s cost of educa- 
tion if it places the student on a 
twelve-month budget and assesses a 
twelve-month family contribution. 

Comment. One commenter argued 
that the proposed standards are so re- 
strictive as to eliminate summer pro- 
grams and recommended that the pro- 
grams should be prohibited directly, if 
this is the intent. 

Response. It is not the Commission- 
er’s intent to eliminate summer em- 
ployment under the CWS program, 
and the Commissioner has received no 
information which would lead to the 
conclusion that summer programs are 
in fact being eliminated. On the other 
hand, if students find it advantageous 
to take a summer job other than one 
under the CWS program, they should 
be encouraged to do so. It is not the 
purpose of the CWS program to com- 
pete with other summer employers. 
but to make available jobs that would 
not otherwise be performed. 


SECTION 175.28—MULTI-INSTITUTIONAL 
ARRANGEMENTS (SECTION 175.9 OF THE 
NPRM) 


Comment. One commenter suggested 
that this section needed to be worded 
more plainly and specifically objected 
that the section does not make provi- 
sion for an institution to assign only a 
portion of its CWS allocation to the 
consortium or agency which it desig- 
nates to operate its CWS program. 

Response. Under section 443(b) of 
the Act, a group of institutions may 
enter into a cooperative arrangement 
with each other (a ‘“‘consortium’’) and 
be considered an eligible institution 
for the CWS program only. The con- 
sortium may also designate or create a 
public or private nonprofit agency, in- 
stitution, or organization to adminis- 
ter its CWS program on its behalf. 
This particular statutory provision 
permits the consortium to be consid- 
ered a single institution for purposes 
of participating in the CWS program, 
but not for the other Federal pro- 
grams of aid. 

If any particular institution wishes 
to cooperate with such a consortium 
without becoming a part of it, it may 
do so under the long-established ‘‘off- 
campus agency” provisions set forth in 
§§ 175.22(a)(1) and 175.26(c). Under 
those off-campus provisions the insti- 
tution may assign only a portion of its 
CWS allocation to the consortium, if 
that is the institution’s choice. 


Subpart B—Job Location and 
Deveiopment Program 


Comment. A large number of com- 
menters objected to the delays en- 
countered in implementing this new 
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statutory provision, which requires its 
own agreement. Several commenters 
expressed the opinion that Congress 
did not intend for implementation of 
this program to be delayed until the 
regulations implementing it are final. 
Response. The agreement has been 
made retroactive to July 1, 1977. 
Comment. Two commenters. ex- 
pressed the opinion that the category 
of employers under the job location 
and development program should in- 
clude profit-making enterprises. 
Response. Any profit-making enter- 
prise may be included. The job loca- 
tion program does not pay any part of 
the earnings of the students who are 
placed. Therefore, it is open to any 
employer and any student, including 
both employers and students who are 
not eligible for the CWS program. 
Pursuant to the authority contained 
in title IV of the Higher Education Act 
of 1965, as amended (Pub. L. 89-329), 
the Commissioner is amending the 
regulations in 45 CFR parts 144, 175, 
and 176. 


Dated: June 12, 1978. 


ERNEST L. BOYER, 
U.S. Commissioner of Education. 


Approved: August 14, 1978. 


JOSEPH A. CALIFANO, Jr., 
Secretary of Health, Education, 
and Welfare. 


(Catalog of Federal Domestic Assistance No. 
13.471 National Direct Student Loan; 13.463 
College Work-Study; and 13.418 Supplemen- 
tal Educational Opportunity Grant.) 


1. Part 144 of Title 45 of the Code of 
Federal Regulations is amended to 
read as follows: 


PART 144—NATIONAL DIRECT 
STUDENT LOAN PROGRAM 


Subpart A—General Provisions 


Sec. 

144.1 Scope and purpose. 

144.2 Definitions. 

144.3. Apporti»nment and reapportionment 
of Federal capita! contributions to 
States. 

144.4 Allocation, reallocation and payment 
of Federal capital contributions to insti- 
tutions. 

144.5 Institutional applications. 

144.6 Funding procedures. 

144.7 Application review and approval of 
request. 

144.8 Institutional agreement. 

144.9 Student eligibility. 

144.10 Special sessions 

144.11 Cost of education. 

144.12 Expected family contribution. 

144.13 Approved need analysis systems. 

144.14 Coordination of student financial 
aid programs, loan amount = and 
overaward. 

144.15 Coordination with BIA grants. 

144.16 Making and disbursing loans. 

144.17 Federal interest in allocated funds— 
transfer of Loan Fund. 

144.18 Use of funds. 

144.19 Fiscal procedures and records. 


37903 


Sec. 

144.20 Compliance with Truth in Lending 
and Equal Credit Opportunity Require- 
ments. 

144.21 [Reserved] 


Subpart B—Terms of Loans 


144.31 Limitations 
amount of loans. 

144.32 Prornissory note-loan repayment. 

144.33 Minimum rate of repayment if the 
borrower received both Defense and 
Direct Loans. 

144.34 Deferment of repayment. 

144.35 Postponement of loan repayments 
in anticipation of cancellation. 

144.36 Treatment of loan repayments 
where cancellation, loan repaymnents. 
and minimum monthly repayments 
apply. 


governing aggregate 


Subpart C—Loan Collection—Due Diligence 


144.41 [Reserved] 

144.42 General. 

144.43 Contact with the borrower prior to 
repayment period. 

144.44 Billing procedures. 

144.45 Skip tracing activities. 

144.46 Collection and write-off procedures. 

144.47 Other collection cost-litigation 
costs. 

144.48 . Use of fiscal agent. 

144.49 Use of commonly owned billing serv- 
ice and collection agency prohibited. 

144.50 Bankruptcy of borrower. 


Subpart D—Loan Cancellations 


144.51 Special definitions. 

144.52 Application for cancellation. 

144.53 Teacher cancellation—Defense 
loans. 

144.54 Teacher cancellation—Direct loans. 

144.55 Head state cancellation. 

144.56 Military cancellation. 

144.57 Cancellation for death or disability. 

144.58 Cancellation provision not retroac- 
tive. 

144.59 Reimbursement by the Commission- 
er of amounts cancelled. 


Subpart E—Loans to Institutions for 
“Institutional Capital Contributions.” 


144.61 Institutional loan. 

144.62 Application. ‘ 
144.63 Allocation of Federal institutional 
loans. 
144.64 Federal 
ments. 


institutional loan agree- 

Appendix A—Aliotment of funds to States 
for fiscal year 1972. 

Appendix B—Sample promissory note. 

Appendix C—Examples for computing pen- 
alty charges. 

Autuonity: Title [V, Part E of the Higher 
Education Act of 1965, as added by section 
137(b) of Pub. L. 92-318, 86 Stat. 273, as 
amended (20 U.S.C. 1087aa-1087ff), and 
Title II of the National Defense Education 
Act of 1958, as amended (20 U.S.C. 421-29), 
unless otherwise noted. 


Subpart A—General Provisions 
§ 144.1 Scope and purpose. 
(a) The national direct student loan 
program authorizes the establishment 
and operation of a revolving loan fund 


at an institution of higher education 
so that the institution may make low 
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interest loans to help financially 
needy students meet their educational 
costs. 

(b) The national direct student loan 
program authorized by Title IV, Part 
EF, of the Higher Education Act (part 
E) is a continuation of the national de- 
fense student loan program authorized 
by Title II of the National Defense 
Education Act of 1958 (title II) (20 
U.S.C. 421-429). Except as otherwise 
provided in this part, all rights, privi- 
leges, duties, functions, and obliga- 
tions existing under title II before the 
enactment of the education amend- 
ments of 1972 (Pub. L. 92-318) are 
vested under Title IV, Part E of the 
Higher Education Act of 1965. Except 
as otherwise provided in this part, any 
student loan fund established under 
an agreement under title II is consid- 
ered to have been established under 
part E and any assets of the student 
loan fund of any institution are con- 
sidered the assets of a student loan 
fund established under an agreement 
of that institution with the Commis- 
sioner under part E. — 


(20 U.S.C. 1087aa; Pub. L. 92-318, section 
137(d)(1)) 


§ 144.2 
For the purposes of this part: 
“Academic year” means a period of 

time generally of not less than 8 

months in which a full-time student 

would normally be expected to com- 
plete the equivalent of two semesters, 

two trimesters, three quarters, or 900 

clock hours of instruction. 

“Act” means Title IV—Part E of the 
Higher Education Act of 1965, as 
amended. 

“Award year” means the period of 
time between July 1 of one year and 
June 30 of the next year. 

“Basic educational opportunity 
grants program” or “basic grant pro- 
gram” means the program authorized 
by Title IV-A, Subpart 1 of the Higher 
Education Act of 1965, as amended. 


(20 U.S.C. 1070a) 


“Campus-based programs’ means 
the National Direct Student Loan 
(NDSL) (45 CFR part 144), the College 
Work-Study (CWS) (45 CFR part 175), 
and the Supplemental Educational 
Opportunity Grant (SEOG) (45 CFR 
part 176) programs. 

“Clock hour” means a period of time 
which is the equivalent of (a) a 50 to 
60 minute class, lecture, or recitation, 
or (b) a 50 to 60 minute faculty super- 
vised laboratory, shop training, or in- 
ternship. 


(20 U.S.C. 1087aa-ff) 


“College work-study program” or 
“CWS program” is a federally support- 
ed program of part-time employment 
authorized by Title IV, Part C, of the 
Higher Education Act of 1965. 


Definitions. 
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. (42 U.S.C. 2751-2756) 


“Commissioner” means the US. 
Commissioner of Education or his or 
her designee. 


(20 U.S.C. 1141(f)) 


“Default” or “in default’? means the 
failure of a borrower to make an in- 
stallment payment when due, or to 
comply with other terms of the prom- 
issory note under circumstances where 
the institution finds it reasonable to 
conclude that a borrower does not 
intend to honor his or her obligation 
to repay. 

“Default rate’ for an _ institution 
means the principal amount outstand- 
ing on Defense and Direct loans in de- 
fault for 120 days if repayable in 
monthly installments, or 180 days if 
repayable in less frequent  install- 
ments, divided by the _ principal 
amount of all loans made minus the 
principal amount of loans that have 
not reached the repayment period. 

Represented as a fraction, ‘default 
rate” equals: 

Principal amount outstanding on 
loans in default for 120 days if repay- 
able in monthly installments, or 180 
days if repayable in less frequent in- 
stallments 

Principal amount of loan minus the 
principal amount of loans that have 
not reached the repayment period. 

For purposes of this definition, the 
“principal amount outstanding” is the 
total amount loaned minus any 
amount repaid or canceled on that 
loan. 

A loan that has been discharged in 
bankruptcy is not considered to be in 
default for purposes of this definition. 

“Defense loan” means a loan made 
under this part before July 1, 1972. 

“Dependent student” means any stu- 
dent who does not qualify as a ‘‘self- 
supporting or independent student.” 

“Direct loan’ means a loan made 
under this part after June 30, 1972. 

“Eligible program” in a public or 
nonprofit private college, university, 
junior college, community college or 
vocational school, means a program of 
education or training which: 

(a) admits as regular students only 
(1) persons having a certificate of 
graduation from a secondary school 
(high school graduates), or the recog- 
nized equivalent of that certificate 
(GED), or (2) persons beyond the age 
of compulsory school attendance in 
the State in which the institution is 
located who have the ability to benefit 
from the education or training of- 
fered; 

(b)(1) leads to a bachelors, associate, 
professional, or higher degree, or (2) is 
at least a 2-year program which is ac- 
ceptable for full credit toward a bache- 
lor’s degree, or (3) leads to a certificate 
or degree, is at least 1 year in length, 
and prepares students for gainful em- 


ployment in a recognized occupation. 
A l-year program of training is de- 
fined in the definition of “institution 
of higher education”; 

“Eligible program” in a proprietary 
institution of higher education, means 
a program of training which: 

(a) admits as regular students only 
high school graduates, or GED recipi- 
ents, 

(b) leads to a degree or certificate, 

(c) prepares students for gainful em- 
ployment in a recognized occupation, 
and 

(d) is at least a 6-month program as 
defined in the definition of ‘propri- 
etary institution of higher education.”’ 

“Expected family contribution of a 
dependent student” means the 
amount which reasonably may be ex- 
pected from the student and his or her 
spouse and parents to meet the stu- 
dent’s cost of education. 

“Expected family contribution of an 
independent or self-supporting  stu- 
dent”? means the amount which rea- 
sonably may be expected from the stu- 
dent and his or her spouse to meet the 
student’s cost of education. 

“Federal capital contribution” 
means the portion of a fund allocated 
to the institution under § 144.4. 

‘Federal institutional loan” means a 
loan made by the Commissioner to an 
institution to enable that institution 
to make an institutional capital contri- 
bution to its fund. 


(20 U.S.C. 1087aa-ff) 


“Financial need’? means the differ- 
ence between a student’s cost of educa- 
tion and his or her expected family 
contribution. 

“Fund,” or “National Direct Student 
Loan Fund,” means a fund established 
and maintained in accordance with 
§ 144.8. 

“Good standing” means the eligibil- 
ity of a student to continue in attend- 
ance in accordance with the standards 
and practices of the institution at 
which the student is enrolled. 

“Graduate or professional student” 
means, in general, a student who is en- 
rolled in an academic program of in- 
struction above the baccalaureate level 
which is provided at an institution of 
higher education. The term includes 
(a) that portion of any program in- 
volving a period of study beyond 4 
years of study at the college level, or 
(b) any portion of a progam leading to 
(1) a degree beyond the bachelor’s or 
first professional degree, or (2) a first 
professional degree, when at least 3 
years of study at the college level are 
required for entrance into a program 
leading to that degree. 


(20 U.S.C. 1087aa-ff) 


“Guaranteed student loan program” 
or “GSL program” means the student 
loan program authorized by Title IV, 
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Part B of the Higher Education Act of 
1965. 


(20 U.S.C. 1071-1087-4) 


“Half-time graduate student ’’ means 
a graduate or professional student 
who is carrying any combination of 
courses, research, or special studies 
which, according to the standards and 
practices of the institution in which 
the student is enrolled, is considered 
at least half-time graduate study. 

“Half-time undergraduate student” 
means an undergraduate student who 
is carrying any combination of 
courses, research, or special studies 
which the institution in which the stu- 
dent is enrolled considers half-time 
study. However, the course work and 
activities must amount to the equiva- 
lent of a minimum of (a) 6 semester 
hours or 6 quarter hours per academic 
term for institutions using standard 
semester, trimester, or quarter hour 
systems; (b) 12 semester hours or 18 
quarter hours per academic year for 
institutions which measure progress in 
terms of credit hours but which do not 
use standard semester, trimester, or 
quarter systems; or (c) 12 clock hours 
per week for institutions which use 
clock hours to measure progress. All 
students engaged in a program of 
study by correspondence which is of- 
fered as requiring at least 12 hours of 
preparation a week are considered 
half-time students for purposes of this 
part. 


(20 U.S.C. 1088(c)(2)) 


“Institutional capital contribution” 
means the portion of a fund contribut- 
ed by the institution under 
§ 144.8(b)(2). 


(20 U.S.C. 1087cc) 


“Institution of higher education” 
means an educational institution in 
any State which— 

(a) admits as regular students only 
persons: 

(1) who have a certificate of gradua- 
tion from a school providing secondary 
education, 

(2) who have the recognized equiva- 
lent of that certificate, or 

(3) who are beyond the age of com- 
pulsory school attendance in the State 
in which the institution is located and 
have the ability to benefit from the 
training offered by the institution; 

(b) is legally authorized within that 
State to provide a program of educa- 
tion beyond secondary education: 

(c) provides an educational program 
for which 
degree or provides not less than a 2- 
year program which is acceptable for 
full credit toward such a degree; 

(d) is a public or other nonprofit in- 
stitution; and 

(e1) is accredited by a nationally 
recognized accrediting agency or asso- 
ciation, or 


it awards a_ bachelor’s, 
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(2) in the case of a public institution 
offering postsecondary vocational edu- 
cation, is approved by a State approval 
agency recognized by the Commission- 
er as a reliable authority as to the 
quality of public postsecondary voca- 
tional education in that State, or 

(3) is an institution with respect to 
which the Commissioner has deter- 
mined that there is satisfactory assur- 
ance, considering the resources availa- 
ble to the institution, the period of 
time, if any, during which it has oper- 
ated, the effort it is making to meet 
accreditation standards, and the pur- 


pose for which this determination is: 


being made, that the institution will 
meet the accreditation standards of a 
nationally recognized accrediting 
agency or association within a reason- 
able time, or 

(4) is an institution whose credits are 
accepted, on transfer, by not less than 
three institutions which are so accred- 
ited, for credit on the same basis as if 
transferred from an accredited institu- 
tion. 

The term “institution of higher edu- 
cation” also includes any school which 
provides not less than a 1-year pro- 
gram of training to prepare students 
for gainful employment in a recog- 
nized occupation and which meets the 
provisions of paragraphs (a), (b), (d), 
and (e) of this definition. 

For purposes of this part a l-year 
program of training for institutions 
using a standard semester, trimester, 
or quarter system means a program of 
at least 24 semester or trimester hours 
or 36 quarter hours. For institutions 
not using those standard terms, a 1- 
year program of training means a pro- 
gram of study in which a student will 
receive supervised training totaling at 
least 900 clock hours of instruction. 

The term “institution of higher edu- 
cation” also includes any proprietary 
institution of higher education which 
has an agreement with the Commis- 
sioner containing those terms and con- 
ditions the Commissioner determines 
to be necessary to insure that the 
availability of assistance to students at 
the school under this part has not re- 
sulted, and will not result, in an in- 
crease in tuition, fees, or other 
charges. 


(20 U.S.C. 1087-1(b), 1088¢b) and 1141(a).) 


“National of the United States” 
means (a) a citizen of the United 
States, or (b) a person who, though 
not a citizen of the United States, 
owes permanent allegiance to the 
United States. 


(8 U.S.C. 1101(a(22).) 


“Nonprofit” as applied to a school or 
institution means a school or institu- 
tion owned and operated by one or 
more nonprofit corporations or associ- 
ations no part of the net earnings of 
which benefits, or may lawfully bene- 
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fit, any private shareholder or individ- 
ual. 


(20 U.S.C. 1141(c).) 


“Payment period” means a semester, 
trimester, or quarter; however, for in- 
stitutions which do not use those aca- 
demic periods, it is the period between 
the beginning and the midpoint or be- 
tween the midpoint and the end of the 
academic year. 

“Proprietary institution of higher 
education” means a school: 

(a) which provides not less than a 6- 
month program of training to prepare 
students for gainful employment in a 
recognized occupation, 

(b) which admits as regular students 
only persons having a certificate of 
graduation from a school providing 
secondary education or the recognized- 
equivalent of such a certificate, 

(c) which is legally authorized by 
the State in which it is located to pro- 
vide a program of education beyond 
secondary education, 

(d) which is accredited by a national- 
ly recognized accrediting agency or as- 
sociation approved by the Commis- 
sioner for this purpose, 

(e) which is not a public or other 
nonprofit institution, and 

(f) which has been in existence for 
at least 2 years. 

For purposes of this part a 6-month 
program of training for institutions 
using standard semester, trimester, or 
quarter systems means a program of 
at least 16 semester or trimester hours 
or 24 quarter hours. For institutions 
not using those standard terms, a 6- 
month program of training means a 
program of study, which does not in- 
clude study by correspondence, in 
which a student will receive supervised 
training totaling at least 600 clock 
hours of instruction, or, in the case of 
a program offered by correspondence, | 
a program of study requiring at least 
600 hours of preparation. 


(20 U.S.C. 1088(b)(3).) 
(20 U.S.C. 1087aa-ff.) 


“Self-supporting or Independent 
Student” means a student (a) who is a 
veteran or (b) who: 

(1) Has not and will not be claimed 
as an exemption for Federal income 
tax purposes by any person except his 
or her spouse for the calendar year(s) 
in which aid is received or the calen- 
dar year prior to the academic year for 
which aid is requested; 

(2) Has not received and will not re- 
ceive financial assistance of more than 
$600 from his or her parent(s) in the 
calendar year(s) in which aid is re- 
ceived or the calendar year prior to 
the academic year for which aid is re- 
quested; and 

(3) Has not lived or will not live for 
more than 2 consecutive weeks in the 
home of a parent during the calendar 
year in which aid is received or the 
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calendar year prior to the academic 
year for which aid is requested. 


For purposes of this paragraph, a stu- 
dent will not be considered to have 
been claimed as an exemption by a 
parent, or to have received $600 from 
a parent, or to have lived with a 


parent if that parent has died prior to © 


the student’s submission of an applica- 
tion for a loan, and if no person, other 
than the student’s spouse, provides or 
will provide more than one-half of the 
student’s support for the first calen- 
dar year in which aid is requested. 


(20 U.S.C. 1087aa-ff; 20 U.S.C. 1087dd(e).) 


“State” means, in addition to the 
several States of the Union, the Dis- 
trict of Columbia, the Commonwealth 
of Puerto Rico, Guam, American 
Samoa, the Trust Territory of the Pa- 
cific Islands, the Virgin Islands, and 
the Northern Mariana Islands. 


(20 U.S.C. 1141(b); 20 U.S.C. 1088(a).) 


“State Student Incentive Grant Pro- 
gram” means the grant program au- 
thorized by Title IV-A, Subpart 3 of 
the Higher Education Act of 1965 (20 
U.S.C. 1070c-1070c-4). “Supplemental 
educational opportunity grant pro- 
gram” or “SEOG program” means the 
grant program for students with ex- 
ceptional financial need authorized by 
Title IV, Part A, Subpart 2 of the 
Higher Education Act of 1965. 


(20 U.S.C. 1070b et seq.) 


“Veteran” means a person who 
served in the active military, naval, or 
air service of the United States, and 
who was discharged or released there- 
from under conditions other than dis- 
honorable. 


(38 U.S.C. 101(2).) 
(20 U.S.C. 1087aa-ff 
noted.) 


unless otherwise 


§ 144.3 Apportionment and_ reapportion- 
ment of Federal capital contributions 
to States. 


(a) Apportionment. (1)(i) Ninety per- 
cent of the sums appropriated for Fed- 
eral capital contributions will be ap- 
portioned as set forth in section 
462(a)(1) of the Act. 

(2) The Commissioner will apportion 
any sums remaining after the appor- 
tionment of funds under subpara- 
graph (1) of this paragraph to those 
States which received the lowest per- 
centage of approved requests for Fed- 
eral capital contributions as a result of 
that apportionment so that no State 
will receive less than a uniform mini- 
mum percentage of its total approved 
requests for Federal capital contribu- 
tions. 

(3) To compute this apportionment 
the Commissioner will use information 
for the most recent year for which sat- 
isfactory data are available. 
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(b) Reapportionment. If the appor- 
tionment to a State under paragraph 
(a) of this section exceeds the total 
amount of approved requests for Fed- 
eral capital contributions of institu- 
tions of higher education in that 
State, the excess will be reappor- 
tioned. The Commissioner will reap- 
portion any excess to those States in 
which the total approved requests 
exceed the amount of funds appor- 
tioned. The amount reapportioned to 
a State will bear the same ratio to the 
aggregate excess as the total amount 
of shortfall in that State bears to the 


' total amount of shortfalls in all the 


states. 
(20 U.S.C. 1087bb) 


(c) Amounts to be transferred to the 
State student financial assistance 
training program. 

(1) The Commissioner may transfer 
an amount equal to .05 percent of a 
State’s apportionment determined 
under paragraph (a) of this section, or 
$10,000, whichever is less, to that 
State under the State student finan- 
cial assistance training program au- 
thorized under Section 493C of the 
Higher Education Act of 1965, if the 
State has submitted an approved ap- 
plication. 

(2) Funds reserved for transfer to 
the State student financial assistance 
training program which have not been 
granted to the appropriate agency by 
the end of the fiscal year for which 
appropriated will be returned to that 
State’s apportionment and may be al- 
located on an equitable basis to one or 
more institutions in that State. 


(20 U.S.C. 1088b-3) 


§ 144.4 . Allocation, reallocation and pay- 
ment of Federal capital contributions 
to institutions. 


(a) Allocation of funds to institu- 
tions. (1) Subject to the provisions of 
subparagraphs (2) and (3) of this para- 
graph when funds available for distri- 
bution among the institutions within a 
State for Federal capital contributions 
are not sufficient to honor all ap- 
proved requests of institutions within 
that State, the sums that are available 
will be distributed on a pro rata basis 
among all institutional applicants in 
the State in the same ratio that the 
total funds available for the State, in- 
cluding both apportionments and 
reapportionments, bears to the total 
approved requests for that State. 

(2) If an institution is unable to 
match the Federal capital contribu- 
tion which the institution would oth- 
erwise receive in accordance with sub- 
paragraph (1) of this paragraph, the 
institution will receive only the 
amount of Federal capital contribu- 
tion that it is able to match. “Match” 
means to provide an amount equal to 


one-ninth of the Federal capital con- 
tribution. , 

(3)° Notwithstanding the provisions 
of subparagraph (1) of this paragraph, 
amounts which would otherwise be 
granted to proprietary institutions of 
higher education for any fiscal year 
shall be reduced so as not to exceed 
the difference between $190,000,000 
and the amount appropriated for Fed- 
eral capital contributions. 

(b) Reallocation. If an institution 
fails to accept all of the Federal capi- 
tal contribution awarded to it. or if it 
projects that it will not use a portion 
of its allocation by the end of the 
period for which those funds were 
made available, the amount not ac- 
cepted or used will be restored as part 
of the State apportionment. When the 
aggregate of funds restored to a 
State’s apportionment becomes suffi- 
cient to increase significantly the 
amount of the Federal capital contri- 
butions that can be awarded to other 
institutions within the State, those 
funds will be awarded to other institu- 
tions in that State in accordance with 
subparagraph (1) of paragraph (a) of 
this section. 

(c) Payment. Payment of the Feder- 
al capital contribution will be made in 
installments which the Commissioner 
determines will not result in unneces- 
sary accumulations of capital in the 
student loan fund of the applicant. 


(20 U.S.C. 1087bb) 


§ 144.5 Institutional applications. 


(a) Definitions. For purposes of this 
seetion and section 144.6— 

(1) “Base year’ means the 12-month 
period ending on the June 30 preced- 
ing the closing date for filing the ap- 
plication; 

(2) “Prior year’? means the 12-month 
period preceding the base year; 

(3) “Current year’ means the 12- 
month period ending on the June 30 
immediately following application; 

(4) “‘Request year’ means the 12- 
month period beginning on the July 1 
immediately following the closing date 
for filing the application; and 

(5) “Enrollment factor’ means— 

(i) For an institution which typically 
admits most new students in the fall, 
the factor obtained by dividing the 
opening fall enrollment for the cur- 
rent year by the opening fall enroll- 
ment for the base year; or 

(ii) For an institution which does not 
typically admit most new students in 
the fall, the factor obtained by divid- 
ing the total enrollment for the base 
year by the total enrollment for the 
prior year. 

(b)(1) If an institution wishes to par- 


- ticipate in the NDSL program, it must 


file an application with the Commis- 
sioner before an annually established 
closing date. That application must be 
filed in the form prescribed by the 
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Commissioner and must contain the 
information needed by the Commis- 
sioner to carry out the evaluation 
specified in § 144.6. If the institution 
applies for CWS and/or SEOG funds 
the application must also contain in- 
formation needed to determine wheth- 
er the institution is in compliance with 
the maintenance of effort require- 
ments set forth in the CWS and 
SEOG regulations (45 CFR Parts 175 
and 176, respectively). 

(2) The application must be signed 
by the official authorized to submit 
the application and must contain the 
names of the institution’s Director of 
student financial aid and of the indi- 
vidual or official who will be responsi- 
ble for the receipt, custody, and dis- 
bursement of Federal funds. The ap- 
plication must also contain the follow- 
ing enrollment information: 

(i) For an institution which typically 
admits most new students in the fall, 
the opening fall enrollment for the 
current year and for the base year. In 
addition, if its enrollment factor ex- 
ceeds 1.20, a projection of the opening 
fall enrollment for the request year 
and an explanation of that projection; 

(ii) If an institution which typically 
admits most new students in the fall 
was riot in existence during the base 
year, its enrollment for the current 
year plus a projection of its enroll- 
ment for the request year and an ex- 
planation of that projection; 

(iii) For an institution which does 
not typically admit most new students 
in the fall, the total enrollment for 
the base year and the prior year. In 
addition, if its enrollment factor ex- 
ceeds 1.20, projections of the total en- 
rollments for the current year and the 
request year and an explanation of 
those projections; 

(iv) If an institution which typically 
does not admit most new students in 
the fall was not in existence during 
either the base year or the prior year, 
its actual enrollment for the year, if 
any, during which it was in existence, 
plus a projection of its total enroll- 
ments for the current and request 
years and an explanation of that pro- 
jection. 

(c) Augmentation requests. If an in- 
stitution makes an augmentation re- 
quest as described in § 144.6(e), it must 
submit additional narrative informa- 
tion justifying its request. 

(d) Correspondence schools. An ap- 
plication submitted by an institution 
offering only a program of study by 
correspondence (a ‘correspondence 
school’’) must set forth, in addition to 
the information required by para- 
graph (b) of this section, (1) the 
number of students that have expect- 
ed family contributions which are less 
than their costs of education in the 
current year and (2) the amount of 
basic grant funds which these students 
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are entitled to receive for the current 
year. Those expected family contribu- 
tions must be based on a need analysis 
of individual students performed in ac- 
cordance with the standards and pro- 
cedures used by need analysis systems 
approved under § 144.13. 


(20 U.S.C. 1087bb) 


§ 141.6 Funding procedures. 


(a) Definitions. For purposes of this 
section— 

(1) “Aggregate request” means the 
sum of the institution’s requests for 
the request year for 

(i) Federal funds under the CWS 
and SEOG programs and 

(ii) An approved level of expenditure 
(“level of lending’’) under the NDSL 
program; and 

(2) “Funds available” means 

(i) With respect to the CWS and 
SEOG programs, the amount of Fed- 
eral funds granted by the Commission- 
er to the institution for its expendi- 
ture under the program during any 
award year, and 

(ii) With respect to the NDSL pro- 
gram, the sum of the Federal Capital 
Contribution (FCC) granted to the in- 
stitution for any award year, plus an 
amount equal to one-ninth of that 
FCC, plus the amount of funds re- 
ceived by the institution as repayment 
from borrowers or as other income of 
its fund for that award year, plus the 
cash baijance in its fund on July 1 of 
that award year. 

(b) General. (1) The Commissioner 
will evaluate an application according 
to the procedures in paragraphs (c), 
(d), and (e) of this section to deter- 
mine whether the institution’s aggre- 
gate request is reasonably necessary to 
meet the needs of its students who are 
eligible for aid under the campus- 
based programs. 

(2) The Commissioner will further 
review each application to determine 
whether the institution has made ef- 
fective provisions to carry out the re- 
quirements of each of the campus- 
based programs for which it applies. 
In making that determination, the 
Commissioner will consider 

(i) The institution’s previous experi- 
ence in administering each program, 

Gi) The number, experience, and 
qualifications of the personnel chosen 
to administer the program, 

Gii) The administrative arrange- 
ments the institution has made to 
comply with the requirements of 
§ 144.14 concerning coordination of 
programs and § 144.19 concerning sep- 
aration of functions, 

(iv) The institution’s procedures for 
making a vigorous and effective collec- 
tion effort in compliance with subpart 
Cc; 

(v) The institution’s default rate, 
and 
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(vi) Whether the institution has 
spent all the funds available to it 
under the campus-based programs 
during the base year and can be ex- 
pected to spend all the funds available 
to it under those programs during the 
current year. 

(c) Institutions not receiving funds 
in the base year. (1) If an institution 
did not have funds available to it in 
any of the campus-based programs 
during the base year, the aggregate of 
its approved requests for those pro- 
grams may not exceed the average ag- 
gregate expenditure per enrolled stu- 
dent during the base year at compara- 
ble institutions in the same area times 
an inflation factor of 1.12 times the 
applicant institution’s approved pro- 
jected enrollment as defined in sub- 
paragraph (2) or (3) of this paragraph. 

(2)4) If an institution typically 
admits most of its new students in the 
fall, the Commissioner will calculate 
its approved projected enrollment for 
the request year by multiplying its 
opening fall enrollment in the current 
year by its enrollment factor, if that 
factor does not exceed 1.20. 

(ii) If an institution does not typical- 
ly admit most new students in the fall, 
the Commissioner will calculate its ap- 
proved projected enrollment for the 
request year by multiplying its annual 
enrollment for the base year by the 
square of its enrollment factor, if that 
factor does not exceed 1.20. 

(3) If an enrollment factor cannot be 
calculated for an institution because it 
was not in existence during one of the 
years used for calculation or if an in- 
stitution’s enrollment factor is greater 
than 1.20, the Commissioner will 
evaluate the reasonableness of the in- 
stitution’s justification of its projected 
enrollment. 

(4) If the institution applies for 
funds under the national direct stu- 
dent loan program, the Commissioner 
will further evaluate the institution's 
request for that program in terms of 
the reasonableness of the number of 
students to be awarded loans in rela- 
tion to the projected enroliment of the 
institution. 

(5) The Commissioner will evaluate 
whether the methcds used by a corre- 
spondence school in preparing the in- 
formation required by § 144.5(d) were 
soundly conceived and the source ma- 
terials used were apprepriate and reli- 
able. Based on this evaluation, the 
Commissioner will either approve the 
institution’s request or reduce it ac- 
cordingly. 

(d) Institutions with base year 
funds, base amounts. If an institution 
had funds available to it in the base 
year, its request for funds will be eval- 
uated in the following manner: 

(1) The institution establishes a base 
amount by choosing its first or second 
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formula limit or an amount less than 
the lower of those figures. 

(2) The institution's first formula 
limit is the product of its enrollment 
factor times 

(i) An inflation factor of 1.12 times 

(ii) The sum of its expenditures for 
the campus-based programs during the 
base year. 

(3) The institution’s second formula 
limit is the product of its enrollment 
factor times 

(i) An inflation factor of 1.06 times 

(ii) The sum of the products ob- 
tained by multiplying the amount of 
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funds available to the institution in 
each of the campus-based programs 
during the application year by the 
projection rate for that program. 

(4) The projection rate referred to in 
subparagraph (3) of this paragraph is 
the rate obtained by dividing the insti- 
tution’s expenditures in the base year 
in each of the campus-based programs 
by the total funds available to it in 
each program for that year. (For the 
CWS and SEOG programs this is the 
utilization rate reported on the annual 
fiscal operations report for those pro- 
grams.) 


(5) After the institution establishes 
its base amount, it may distribute that 
amount among the campus-based pro- 
grams as it chooses. However, if it allo- 
cates to any program an amount great- 
er than 110 percent of that program’s 
share of the base amount, the amount 
in excess of 110 percent will be evalu- 
ated as an augmentation request in ac- 
cordance with paragraph (e) of this 
section. 

(6) The procedures described in sub- 
paragraphs (1) through (5) of this 
paragraph are represented in the fol- 
lowing table. 
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(7) If: (i) The institution chooses its 
first formula limit as its base amount, 
or (ii) it chooses its second formula 
limit as its base amount and that 
amount is not more than 130 percent 
of its first formula limit, the Commis- 
sioner will approve that base amount. 
However, the Commissioner will not 
approve that amount if there is evi- 
dence in program reviews, audits, 
fiscal operations reports, or applica- 
tions filed by the institution, that the 
institution has not complied with the 
requirements of the programs for 
which it is applying. The institution’s 
failure to file required reports in an 
acceptable form and in a _ timely 
manner may be viewed as a failure to 
comply with program requirements. 

(8) (i) If the institution’s base 
amount exceeds 130 percent of its first 
formula limit, the Commissioner will 
review the institution’s expenditure 
and commitment of funds during the 
current year to determine whether it 
is reasonable to expect that the insti- 
tution will spend the amounts project- 
ed under subparagraph (3) (ii) of this 
paragraph for each program. (ii) If the 
Commissioner determines that the 
projected expenditures are unreason- 
ably large, an appropriate downward 
adjustment will be made. 

(e) Institutions with base year funds; 
augmentation requests. (1) If the insti- 
tution’s aggregate request exceeds its 
base amount or if its request in any 
program exceeds 110 percent of that 
program’s share of its base amount, 
the amount in excess of that limit will 
be considered to be an “augmentation 
request” and will be evaluated by the 
Commissioner separately from the in- 
stitution’s base amount. For each pro- 
gram, the Commissioner will approve 
or disapprove any augmentation re- 
quest in its entirety. 

(2) The Commissioner will approve 
an augmentation request only if it is 
based on exceptional circumstances 
which make an institution’s need for 
additional funding greater than and 
different from that of other institu- 
tions in its State. In deciding whether 
this condition has been met, the Com- 
missioner will review the request to de- 
termine whether 

(i) The procedures used by the insti- 
tution to calculate the aggregate 
amount of funds needed by its stu- 
dents were soundly conceived, 

(ii) The data used are verifiable, and 

Gili) The procedure and data justify 
the reauest. 

(3) The Commissioner will not ap- 
prove an augmentation request for 
any program if the projection rate de- 
scribed in paragraph (d) (4) of this sec- 
tion is less than 90 percent, unless the 
institution can justify the low rate. 

(4) The Commissioner will not ap- 
prove an augmentation request for 
any program if the institution re- 
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quests, as part of its base amount, an 
amount which is less than that pro- 
gram’s share of the base amount. 


(20 U.S.C. 1087bb.) 


§ 144.7 Application review and approval of 
request. 


(a) (1) The Commissioner will con- 
vene panels of qualified persons in 
each of the regions served by regional 
offices of the Office of Education, to 
review applications submitted under 
this part by institutions situated in 
those regions. The review panel will 
evaluate each institution’s request for 
funds in accordance with the criteria 
set forth in § 144.6 and recommend an 
amount which it considers appropri- 
ate. 

(2) No panelist may review an appli- 
cation from the panelist’s own institu- 
tion or an application from any other 
institution which the panelist has pre- 
pared or assisted in preparing or in 
which he or she has any personal or fi- 
nancial interest. 

(b) Institutions which file applica- 
tions under this part will be notified of 
the amount recommended by the 
review panel. If the amount recom- 
mended is less than the institution’s 
request, the reasons for the reduction 
will be forwarded to the institution. 
The regional office staff will adjust 
the recommendation to correct arith- 
metic or technical errors that are 
brought to their attention. 

(c) (1) If an institution wishes to re- 
“quest a review of the panel's recom- 
mendation for other than arithmetic 
and technical errors, it must submit a 
written request for review to the re- 
gional office within the time specified 
by the Commissioner. The request for 
review may include additional infor- 
mation relevant to the recommenda- 
tion. The regional office will review 
the request and will notify the institu- 
tion in writing of its decision and the 
reasons therefor. 

(2) The institution may reply to the 
regional office’s decision if it believes 
that the reasons used by the regional 
office in arriving at its decision were 
wrong. 

(3) The regional office will respond 
to the institution’s reply indicating its 
agreement or disagreement with the 
institution’s statement. 

(d) (1) If an institution wishes a 
review of the regional office recom- 
mendation, it may request a review by 
a national review panel. The national 
review panel will consist of institution- 
al student financial aid officers from 
each of the regions and personnel of 
the Office of Education. 

(2) A request for national review 
must be submitted in writing by the 
institution to the regional office 
within the time specified by the Com- 
missioner. However, no additional in- 
formation beyond that given to the re- 


gional office by the institution pursu- 
ant to paragraph (c) of this section 
will be considered. 

(3) The national review panel will 
review the request and notify the in- 
stitution and the Commissioner of its 
recommendation and the _ reasons 
therefor. 

(e) The Commissioner will establish 
an approved level of funding (ap- 
proved request) for each applicant in- 
stitution taking into consideration the 
recommendation of the relevant panel 
or regional office. 


(20 U.S.C. 1087bb.) 


§ 144.8 Institutional agreement. 


To participate in the NDSL pro- 
gram, an institution of higher educa- 
tion must enter into an agreement 
with the Commissioner for that pur- 
pose. The agreement must include any 
provisions the Commissioner considers 
appropriate to carry out the NDSL 
program. Specifically, the agreement 
must provide: 

(a) For the establishment and main- 
tenance of a student loan fund (fund) 
by the institution; 

(b) For the deposit in the fund of: 

(1) Federal capital contributions; 

(2) A capital contribution by the in- 
stitution in an amount equal to not 
less than one-ninth of the amount of 
the Federal contribution (institutional 
capital contribution); 

(3) Collections of principal and inter- 
est on student loans made from the 
Fund; 

(4) Payments to the institution by 
the Commissioner under — section 
465(b) of the act as a result of cancel- 
lations on direct loans: 

(5) Penalty charges collected under 
§ 144.32(f); 

(6) Any other earnings of the fund; 
and 

(7) Short term, no interest loans 
made to the fund by the institution in 
anticipation of collections; 

(c) That the fund be used only for: 

(1) Loans to students in accordance 
with this part; 

(2) Payments to the institution in 
lieu or reimbursement for administra- 
tive expenses in the amount and for 
the purposes provided for in § 144.18; 

(3) Capital distributions as provided 
in section 466 of the act; 

(4) Costs of litigation; 

(5) Other collection costs agreed to 
by the Commissioner in connection 
with the collection of principal, inter- 
est, and penalty charges, if any, on a 
loan made from the fund. “Other col- 
lection costs’”’ are described in § 144.47 
but do not include costs of employing 
individual: contractors or agents to 
handle routine administrative duties 
that the lending institution may rea- 
sonably be expected to perform with 
its own personnel as part of the rou- 
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tine administration of this program; 
and 

(6) Repayment of the short term 
loans made to the fund under subpara- 
graph (b)(7) of this section; 

(d) That where a note or written 
agreement evidencing a loan has been 
in default for at least two years de- 
spite due diligence, as set forth in sub- 
part C, on the part of the institution 
in collecting those loans, the institu- 
tion may assign its rights under that 
note or agreement to the United 
States, without recompense. Any 
amount collected on that loan will be 
deposited in the general fund of the 
Treasury; 

(e) That the institution must submit 
a report to the Commissioner, on at 
least a semiannual basis, indicating 
the total number of loans made from 
its fund which are in default for 120 
days in the case of loans repayable in 
monthly installments, or for 180 days 
in the case of loans repayable in less 
frequent installments; and 

(f) That the institution must make 
loans from the fund reasonably availa- 
ble (to the extent of the of the availa- 
ble funds in the fund) to all eligible 
students in the institution in need 
thereof. 


(20 U.S.C. 427, 1087bb, 1087cc.) 
§ 144.9 Student eligibility. 


(a) General. Except as provided in 
paragraphs (e) through (h) of this sec- 


tion, a student enrolled in an eligible 
program is eligible for a loan under 
this part if the student: 


(1) Is a national of the United 
States, is in the United States for 
other than a temporary purpose and 
intends to become a permanent resi- 
dent thereof, or is a permanent resi- 
dent of the Trust Territory of the Pa- 
cific Islands; 

(2) Has financial need; 

(3) Is capable, in the opinion of the 
institution, of maintaining good stand- 
ing in his or her course of study; and 

(4) Has been accepted for enrollment 
as at least a half-time undergraduate, 
graduate, or professional student in 
the institution or, in the case of ‘a stu- 
dent already attending the institution, 
is in good standing and is enrolled as 
at least a half-time undergraduate, 
graduate, or professional student. If 
an eligible student fails to maintain 
good standing, his or her eligibility 
will be suspended, and no loan pay- 
ments to that student may be made 
until he or she regains good standing. 

(b) Programs of study abroad. A stu- 
dent participating in a program of 
study abroad will be considered to be 
enrolled in his or her “home’”’ institu- 
tion if (1) the program of study abroad 
is arranged or approved in advance by 
the home institution, and (2) the stu- 
dent’s academic performance during 
the program of study abroad becomes 
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a part of the permanent academic 
record at the home institution in the 
same manner as if performed at that 
institution. 

(c) Member of religious community— 
financial need. A member of a reli- 
gious community, society or order who 
by direction of the community, society 
or order is pursuing a course of study 
in an institution of higher education 
or who receives support and mainte- 
nance from the community, society, or 
order is considered not to have finan- 
cial need. 

(d) Selection. Loans made under this 
part must be made reasonably availa- 
ble to all eligible applicants. However, 
no loan may be made under this part 
to any student who indicates an un- 
willingness to repay that loan. If appli- 
cations for loans exceed available 
funds, the order of selection must be 
made on the basis of need. The institu- 
tion must establish procedures for se- 
lecting among eligible students and its 
procedures must be (1) set forth in 
writing, (2) available for public inspec- 
tion, and (3) maintained in the files of 
the institution’s office which selects 
loan recipients. 

(e) An institution may award an 
NDSL to a student only after it deter- 
mines that the student: 

(1) Is maintaining satisfactory pro- 
gress in the course of study the stu- 
dent is pursuing according to the 
standards and practices of the institu- 
tion at which the student is in attend- 
ance; 

(2) Is not in default on any national 
direct or defense student loan made by 
that institution or on a loan made, in- 
sured, or guaranteed under the guar- 
anteed student loan program (title IV- 
B, HEA) for attendance at that insti- 
tution; and 

(3) Does not owe a refund on grants 
previously received for attendance at 
that institution under the basic grant, 
supplemental grant, or State student 
incentive grant programs. 

(f) If an institution determines at 
the beginning of a payment period 
that a student is not maintaining satis- 
factory progress, but reverses itself 
before the end of that payment 
period, it may make that student a 
loan to cover that entire period; if the 
institution reverses itself after the end 
of that period, it may not make that 
student a loan for that period, nor 
make adjustments in subsequent peri- 
ods, to compensate for the loss of aid 
for that period. 

(g) Students who receive overpay- 
ments on grants may continue to re- 
ceive loan payments under the follow- 
ing conditions: 

(1) Overpayment of a basic grant. If 
a student is overpaid on a basic grant 
at an institution, that institution may 
still disburse a loan to that student if: 
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(i) The student is otherwise eligible, 
and 

(ii) The overpayment can be elimi- 
nated in the award year in which it oc- 
curred by adjusting subsequent basic 
grant payments for that award year. 

(2) Overpayment of a basic grant 
due to institutional error. If the stu- 
dent is overpaid on a basic grant at an 
institution as a result of institutional 
error, and the overpayment cannot be 
eliminated by adjusting subsequent 
basic grant payments in the award 
year, the institution may also pay the 
student if: 

(i) The student is otherwise eligible, 
and 

(ii) The student acknowledges in 
writing the amount of the basic grant 
overpayment and agrees to repay it in 
a reasonable period of time. 

(3) Overpayment of a supplemental 
grant. An institution may continue to 
disburse a loan to a student who re- 
ceives an overpayment on a supple- 
mental grant if: 

(i) The student is otherwise eligible, 
and 

(ii) An adjustment in subsequent fi- 
nancial aid payments (other than 
basic grants) eliminates the overpay- 
ment in the same award year in which 
it occurred. 

(4) Definition of overpayment. For 
purposes of this part overpayment of a 
grant means that a student received a 
grant payment which was greater than 
the amount he or she was entitled to 
receive. 

(h)(1) In determining whether a stu- 
dent is in default on a guaranteed stu- 
dent loan, the institution may rely on 
a written statement from the student 
that he or she is not in default unless 
the institution has information to the 
contrary. 

(2) An institution may make an 
NDSL to a student who is in default 
on a guaranteed student loan if the 
Commissioner, for a federally insured 
loan, or a guarantee agency, for a loan 
insured by that guarantee agency, has 
determined that the student has made 
satisfactory arrangements to repay 
the defaulted loan. 

(3) An institution may make an 
NDSL to a student who is in default 
on a national direct or defense student 
loan made by the institution if it de- 
termines that the student has made 
satisfactory arrangements to repay 
the defaulted loan. 

(4) For purposes of this section, a 
national defense or direct student loan 
or a guaranteed student loan which 
has been discharged in bankruptcy is 
considered to be in default. 


(20 U.S.C. 1087dd, 1088f.) 


§ 144.10 


A student enrolled in an institution 
of higher education during a period of 
special enrollment, such as a summer 


Special sessions. 
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term, will be eligible for a national 
direct student loan if the student— 

(a) Is ctherwise eligible, 

(b) Is registered as at least a half- 
time student at that institution during 
that session, and 

(c) Is at least a halftime student at 
that institution during the regular 
term immediately preceding that ses- 
sion or will be enrolled or has been ac- 
cepted for enrollment as at least a 
halftime student during the subse- 
quent regular term at that institution. 

A student who.is taking all of the 
courses required to complete his or 
her degree or certificate meets the re- 
quirement of paragraph (b) of this sec- 
tion. 


(20 U.S.C. 1087aa-ff.) 


§ 144.11 


(a) A student’s educational costs in- 
clude tuition and fees, the amounts 
charged by the institution or the ex- 
penses reasonably incurred for room 
and board, books, supplies, transporta- 
tion, and miscellaneous personal ex- 
penses, and expenses related to main- 
tenance of the student’s dependents. 
However, for independent students, if 
a family size offset is deducted from 
the income of the student or the stu- 
dent’s spouse in determining the stu- 
dent’s expected family contribution, 
room and board, miscellaneous person- 
al expenses, and expenses related to 
the maintenance of persons who are 
dependent on the student or the stu- 
dent’s spouse are not considered costs 
of education. 

(b) For a student engaged in a pro- 
gram of study by correspondence only 
tuition and fees are considered a cost 
of education. However, travel and 
room and board costs incurred specifi- 
cally in fuifilling a required period of 
residential training will he considered 
a cost of education. 

(c) If a student is enrolled in an eligi- 
ble program of study outside the 
United States the student’s cost of 
education for purposes of calculating 
financial need for the campus-based 
programs may not exceed the stu- 
dent’s cost of education at his or her 
home campus. For further treatment 
of study abroad, see § 144.14(¢). 


(20 U.S.C. 1087dd.) 


Cost of education. 


§ 144.12 Expected family contribution. 


(a) Dependent student. In determin- 
ing the amount of income and net 
assets that should reasonably be made 
available by the dependent student 
and his or her spouse and parents to 
meet that student’s cost of education, 
the student financial aid officer must 
consider: 

(1) Any serious illness in the family 
(family members include the student, 
the student’s spouse, the student’s 
parents, and persons for whom the 
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parents may claim an exemption 
under the Internal Revenue Code); 

(2) The number of dependent chil- 
dren of the student’s parents; 

(3) The number of those dependent 
children attending institutions of 
higher education; and 

(4) Any other circumstances that 
may affect the ability of the student 
and his or her spouse and parents to 
contribute toward the student’s cost of 
education. : 

(b) Independent siudents. In deter- 
mining the amount of income and net 
asset that should reasonably be made 
available by a self-supporting or inde- 
pendent student and that %Student’s 
spouse to meet the student’s cost of 
education, the student financial aid of- 
ficer must consider: 

(1) Any serious illness in the family 
(family members include the student, 
the student’s spouse, and persons for 
whom the student or spouse may 
claim an exemption under the Inter- 
nal Revenue Code); 

(2) The number of dependent chil- 
dren of the student; 

(3) The number of those dependent 
children attending institutions of 
higher education; and 

(4) Any other circumstances that 
may affect the ability of the student 
or the student’s spouse to contribute 
toward the student’s cost of education. 

(c) Special considerations. The stu- 
dent financial aid officer must deter- 
mine whether the relationship  be- 
tween a student and his or her parents 
makes it unreasonable to expect the 
parents to contribute toward that stu- 
dent’s cost of education, regardless of 
their ability to do so, if requested by a 
student who: 

(1) Does not live with his or her par- 
ents; 

(2) Does not visit them for periods 
that are longer than those which are 
typical for adults visiting their par- 
ents; and 

(3) Does not receive from them gifts 
which exceed in value gifts typically 
given by parents as incidental gifts to 
their adult nondependent offspring. 

The student financial aid officer 
must make the reasons for that deter- 
mination part of the institution’s writ- 
ten records. Before making a finding 
of that nature, the student financial 
aid officer must make such efforts as 
he or she considers appropriate to as- 
certain whether the student’s parents 
are in fact willing to contribute toward 
the student’s cost of education. 

(d) In determining the expected 
family contribution of eligible Indian 
or other Native American students, 
the institution must not consider as 
income or as an asset of the student or 
his or her family: 

(1) Funds received pursuant to an 
award made under the Distribution of 
Judgment Fund Act (25 U.S.C. 1401 et 


seq.) or the Alaska Native Claims Set- 
tlement Act (43 U.S.C. 1601 et seq.); 

(2) Property which may not be sold 
or encumbered without the consent of 
the Secretary of the Interior; and 

(3) Any other property held in trust 
for the student or the student’s family 
by the U.S. Government. 

(e) Annual determinations. For a 
student who is enrolled in a program 
of study by correspondence for which 
the total cost of education is $1,000 or 
less, the determination of need may be 
made only once, at the beginning of 
the course of study. In all other cases 
an institution must make the need de- 
terminations at least annually. 


(20 U.S.C. 1087dd.) 


§ 144.13 Approved need analysis systems. 


(a) General. To comply with the re- 
quirements of § 144.12 an institution 
must use a need analysis system or 
method of calculation approved by the 
Commissioner. 

(b) Preapproved systems for depend- 
ent students. For dependent students 
the Commissioner has approved: 

(1) The method of calculating an ex- 
pected family contribution used in the 
basic educational opportunity grants 
program (45 CFR Part 190); and 

(2) The income tax system, if adjust- 
ed to reflect the number of the par- 
ents’ dependent children who are at- 
tending institutions of higher educa- 
tion. The expected family contribution 
calculated according to the income tax 
system is an amount equal to the sum 
of the amount the student is reason- 
ably able to contribute plus the 
amount of Federal income tax paid by 
the parents of the student, plus 5 per- 
cent of the parents’ net assets in 
excess of $17,000 if those assets do not 
include farm or business assets and 
$50,000 if those assets do include 
farm and business assets. However, 
no more than $17,000 may be deducted 
from nonfarm and nonbusiness assets. 

(c) Criteria for approval of other sys- 
tems for dependent students. The Com- 
missioner will approve any other need 
analysis system as meeting the re- 
quirements of § 144.12 for dependent 
students, which is submitted in accord- 
ance with the procedures set forth in 
paragraph (e) of this section and 
which meets the following criteria: 

(1) The system must produce, as its 
standard output, expected parents’ 
contribution figures for dependent 
students which: (i) Increase in reason- 
ably smooth increments as the par- 
ents’ financial strength, measured in 
real terms, increases; and (ii) are equal 
for families of equal measured finan- 
cial strength; and 

(2) The system must produce expect- 
ed parents’ contribution figures which, 
for at least 75 percent of a set of 
sample cases developed and made 
available by the Commissioner, deviate 
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by less than $50 from the figures pro- 
duced for those sample cases by the 
following calculations: 

(i) From the sum of the adjusted 
gross income and nontaxable income 
of the parents, deduct Federal income 
taxes and social security taxes, an 
allowance of 8 percent of total income 
for State and local taxes, and an 
amount required to maintain the 
family (exclusive of the student’s 
maintenance during the academic 
year) at the Bureau of Labor Statistics 
consumption cost estimates at a low 
standard of living; 

(ii) To the remainder obtained in 
subparagraph (i) add 12 percent of the 
net market or cash value of the par- 
ents’ assets remaining after deduction 
of related debt and a standard asset 
reserve; and 

(iii) Apply the following rate sched- 
ule of expected contributions to the 
sum obtained in subparagraph (2)¢ii): 





If the sum is— 
__________.._. The expected contribution is— 
At But less 

least— than— 





$0........ $4,000 
$4,000. 5,000 


22 pet of the amount over $0. 
$880+25 pct of the amount over 
$4,000. 
$1,130+29 
over $5,000. 
$1,420+34 
over $6,000 
$1,760440 pct of 
over $7,000. 
$2,160 +47 
over $8,000 


$5,000. 6,000 pet of amount 


$6,000. 7,000 pet of amount 


$7,000. amount 


pet of amount 





(3) In developing the sample cases 


the Commissioner will select only 
cases where the main wage earner is 
45 years old and where the elements 
set forth in subparagraph (2) of this 
paragraph are generally present. Ac- 
cordingly, cases will not be selected 
which involve medical and dental ex- 
penses, casualty and theft losses, 
housekeeping allowances, farm or 
business assets, more than one family 
member attending postsecondary insti- 
tutions, social security or veterans’ 
benefits or any unusual family circum- 
stance. 

(4) In comparing the output of a 
system submitted for approval under 
these regulations with the figures for 
the standard sample cases, an expect- 
ed parental contribution of less than 
zero must-be treated as zero. 

(5) The figures for the set of sample 
cases used for purposes of this para- 
graph will be revised annually for in- 
flation by adjusting the deductions for 
family maintenance, the standard de- 
duction from assets and the rates of 
contribution from income and assets 
so that the revised standard expected 
contributions, expressed in constant 
dollars remain constant for families 
with equal income and asset positions 
measured in constant dollars. 
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(d) Independent students. (1) For in- 
dependent students, the Commissioner 
has approved: 

(i) The method of calculating an ex- 
pected family contribution used in the 
basic educational opportunity grants 
program (45 CFR Part 190); 

(ii) The system of need analysis pub- 
lished by the American college testing 
program; 

(iii) The system of need analysis 
published by the College Scholarship 
Service; 

(iv) The system of need analysis 
published by the Graduate and Pro- 
fessional Student Financial Aid Serv- 
ice; 

(v) The system of need analysis pub- 
lished by Financial Analysis Service, 
Inc., a division of Donley, Richardson 
& Associates; and 

(vi) The system of need analysis 
published by Educational Methods, 
Inc., of Denver, Colo. 

(2) The Commissioner will approve 
any other need analysis system as 
meeting the requirements of § 144.12 
for independent siudents, which is 
submitted in accordance with the pro- 
cedures set forth in paragraph (e) of 
this section and which meets the fol- 
lowing criteria: 

(i) The system must produce, as its 
standard output, expected family con- 
tribution figures for independent stu- 
dents which increase in reasonably 
smooth increments as the family fi- 
nancial strength, measured in real 
terms, increases and are equal for fam- 
ilies of equal measured financial 
strength; and 

(ii) The system must produce expect- 
ed family contribution figures which 
are comparable to those produced by 
one of the systems specified in subpar- 
agraph (1) of this paragraph. 

(e) Application procedure for system 
approval. (1) Any individual or institu- 
tion that wishes to have its need anal- 
ysis system approved must submit that 
system to the Commissioner by June 
30. 

(2) The Commissioner will publish in 
the FEDERAL REGISTER a list of all ap- 
proved need analysis systems by the 
following September 1. 

(3) Applications for need analysis 
systems for dependent students must 
include the information necessary for 
the Commissioner to determine 
whether that system meets the re- 
quirements of paragraph (c) of this 
section. The application must include 
the expected family contribution 
amounts produced by the system for 
the sample cases. 

(4) Applications for need analysis 
systems for independent students 
must include the information neces- 
sary for the Commissioner to deter- 
mine whether the system meets the 
requirements of paragraph (d) of this 
section. 
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(f) Duration of approval. (1) Need 
analysis systems approved under para- 
graphs (b) and (d)(1) are approved 
without a specified expiration date. 

(2) A need analysis system approved 
under paragraph (c) of this section 
and included on the list published by 
the Commissioner may be used by the 
institution (i) in its application for 
funds for the campus-based programs 
which is submitted by the closing date 
immediately following the publication 
of that list and (ii) in determining the 
eligibility of students for assistance 
and the amount of that assistance 
under the campus-based programs for 
any academic year beginning no earli- 
er than the following June 1 or later 
than 12 months following that date. 

(3) A need analysis system approved 
under paragraph (d)(2) of this section 
will be approved for an indefinite 
period of time, but the Commissioner 
may request periodic confirmation 
that the system remains in compliance 
with the criteria set forth in that sub- 
paragraph. 

(g) Adjustments. The institution 
may, in an individual case, further 
adjust the expected family contribu- 
tion calculated according to one of the 
approved need analysis syStems if the 
student financial aid officer believes 
that the expected family contribution 
does not realistically reflect the ability 
of the student and the student’s par- 
ents to contribute toward the stu- 
dent’s cost of education. Those adjust- 
ments must be documented in writing, 
with an accompanying explanation, 
and made a part of the institution’s 
records with respect to this part. 


(20 U.S.C. 1087dd.) 


§ 144.14 Coordination of student financial 
aid programs, loan amount, and over- 
award. 


(a) Coordinating official. The insti- 
tution must appoint an official who 
will be responsible for coordinating 
the program covered by this part with 
the institution’s other Federal and 
fion-Federal programs of student fi- 
nancial aid. 3 

(b) Overaward prohibited. : 

(1) General rule. Except as provided 
in subparagraph (2) of this paragraph, - 
an institution may not award assist- 
ance under this part in an amount 
which, when combined with the other 
resources made available to the stu- 
dent from Federal and non-Federal 
sources, exceeds the student’s finan- 
cial need. For purposes of this part, a 
student’s financial need may not 
exceed the student’s cost of education. 

(2) Exceptions. An institution does 
not violate the rule set forth in sub- 
paragraph (1) of this paragraph even 
if a student. obtains additional re- 
sources after the institution awards fi- 
nancial aid to the student if— 
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(i) The total resources made availa- 
ble to the student from Federal and 
non-Federal sources do not exceed the 
student’s financial need by more than 
$200 or 

(ii) The student earns more money 
from employment than the institution 
expected when it awarded the student 
financial aid and it treats the student’s 
“surplus earnings” in accordance with 
the requirements of paragraph (d) of 
this section. 

(c) Resources. Except as provided in 
paragraphs (f) and (g) of this section, 
the term “resources made available to 
the student from Federal and non- 
Federal sources” includes, but is not 
limited to, 

(1) the amount of funds a student is 
entitled to receive under the basic 
grants program, regardless of whether 
the student has applied for those 
funds, 

(2) any waiver of tuition and fees, 

(3) any scholarship or grant-in-aid 
including supplemental grants and 
athletic scholarships, 

(4) any fellowships or assistantship, 

(5) any loan made under the guaran- 
teed student loan program except 
where paragraph (f) of this section ap- 
phes, 

(6) any long-term loan made by the 
institution other than under the guar- 
anteed student loan program, and 

(7) any net earnings from employ- 
ment during periods for which the stu- 
dent receives assistance under this 
part. For purposes of this section, ‘‘net 
earnings” means gross earnings minus 


required taxes and any costs incidental - 


to employment. 

(d) Prevention of overaward and 
treatment of surplus earnings. 

The institution must take the fol- 
lowing steps when it becomes aware 
that a borrower has earned or will 
earn more than $200 above the 
amount it expected when it awarded 
financial aid: 

(1) It must determine if the student 
needs the surplus earnings to pay rea- 
sonable and necessary additional costs 
of education not anticipated when it 
awarded financial aid to the student; 

(2) If it determines that the re- 
sources available to the student from 
Federal and non-Federal sources still 
exceed the student’s need by more 
than $200, it must cancel any loan or 
grant (other than a basic grant) 
awarded to the student but not yet 
disbursed, to avoid exceeding the stu- 
dent’s need by more than $200; 

(3) If the student will not be en- 
rolled in that institution in the follow- 
ing academic year, it need not take 
any further action; 

(4) If the borrower will be enrolled 
in that institution in the following 
academic year and if the institution 
cannot avoid exceeding the student’s 
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need by more than $200 it must treat 
the student’s “surplus earnings” as 

(i) A resource available to pay the 
student’s cost of education in the fol- 
lowing academic year, or 

(ii) A substitute for the student’s ex- 
pected family contribution, unless a 
GSL has already been used for that 
purpose. 

(e) Definition of surplus earnings. 

For purposes of this section, ‘‘sur- 
plus earnings” means the amount 
earned by the student which, when 
combined with previous earnings and 
other resources made available to the 
student from Federal and non-Federal 
sources, exceeds the student’s finan- 
cial need by more than $200. 

(f) Treatment of guaranteed loans. 

(1) Any guaranteed student loan 
(GSL) for which no Federal interest 
benefits are payable (a nonsubsidized 
GSL) is not considered a student re- 
source and may be used to replace the 
expected family contribution, up to 
the amount of the expected family 
contribution. 

(2) A student may replace his or her 
expected family contribution with a 
GSL .for which the student qualifies 
for Federal interest benefits automati- 
cally (i.e., on the basis of the borrow- 
er’s adjusted family income rather 
than a need test). 

(3) A student may not replace his or 
her expected family contribution with 
a GSL for which a need test is re- 
quired for the student to receive Fed- 
eral interest benefits. A GSL of this 
nature must be considered a student 
resource under paragraph (b) of this 
section. 

(4) That part of a GSL which does 
not qualify to replace the borrower's 
expected family contribution under 
subparagraph (1) or (2) of this para- 
graph is considered a student resource 
under paragraph (b) of this section. 

(5) If a borrower receives a loan 
under the GSL program which ex- 
ceeds the amount of the borrower’s ex- 
pected family contribution, the excess 
is considered a student resource in all 
cases. 

(6) Subparagraph (2) of this para- 
graph is effective retroactively to July 
1, 1976. 


(g) Study abroad. A student engaged 


in an eligible program of study abroad 
may have additional costs that do not 
qualify as educational costs under 
§ 144.11. However, any funds obtained 
by the student to pay for those costs 
will not be considered a resource for 
the purposes of paragraph (c) of this 
section if they are obtained from 
sources other than the basic grant and 
campus-based programs. This para- 
graph is effective retroactively to No- 
vember 3, 1976. ; 

(h) Institutional responsibility. (1) 
The institution’s responsibility under 
paragraph (b) of this section extends 


only to those resources which it makes 
available to the student, or about 
which it knows, or has reason to know, 
or can reasonably anticipate, at the 
time that the assistance under this 
part is disbursed to the student. (2) 
The institution must take reasonable 
steps to inform itself about earnings 
from any additional employment not 
provided by the institution which the 
student may obtain. (3) When an insti- 
tution awards a loan to a student it 
employs or will employ, it is consid- 
ered to know how much the student 
will earn. 


(20 U.S.C. 1087dd.) 


§ 144.15 Coordination with BIA grants. 


(a) (1) An institution, in determining 
the amount of the loan to be awarded 
a student who is also eligible for a 
Bureau of Indian Affairs (BIA) educa- 
tion grant, must prepare a package of 
student assistance for that student 
from resources other than the BIA 
grant. 

(2) In preparing that package, the 
institution must not consider any BIA 
education grant which the student has 
received or is expected to receive. 

(3) The package must be consistent, 
in both type and amount of aid, with 
packages prepared for students in sim- 
ilar circumstances who are not eligible 
for BIA education grants. 

(b)(1) The BIA education grant, 
whether received by the_ student 
before or after the preparation of the 
student aid package supplements that 
package. 

(2) No adjustment may be made to 
the student aid package as long as the 
total of the package and the BIA edu- 
cation grant is less than the institu- 
tion’s determination of that student’s 
financial need. 

(c)(1) If the total amount of the BIA 
education grant, when combined with 
the package of other assistance ex- 
ceeds the institution’s determination 
of the student’s need, only the excess 
may be deducted from the package of 
other assistance. (2) Except as pro- 
vided for in subparagraph (3) of this 
paragraph, deductions must be made 
in sequence, so that the excess is first 
deducted from any awards, or pro- 
posed awards, in the form of loans; if 
an excess still remains after all loan 
awards have been adjusted, deductions 
must next be made from any awards, 
or proposed awards, in the form of 
work-study; if an excess still remains 
after all work-study awards have been 
adjusted, deductions must be made 
from any award, or proposed award, in 
the form of a grant, other than a 
grant under the basic grants program. 

(3) If requested by an eligible recipi- 
ent, the sequence of deductions pro- 
vided in subparagraph (2) of this para- 
graph may be altered if the institution 
determines that such an alteration 
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more adequately meets the need of 
that student. 

(d) In determining the financial 
need of students eligible for BIA edu- 
cation grants, the institution’s student 
financial aid officer is encouraged to 
consult with BIA area officials who 
are responsible for administering BIA 
postsecondary financial assistance pro- 
grams and are familiar with the indi- 
vidual financial circumstances of such 
students. 


(20 U.S.C. 1087dd.) 


§ 144.16 Making and disbursing loans. 


(a)(1) Before an institution makes its 
first disbursement to a student, it 
must have one of its employees meet 
personally with that student to insure 
that the borrower understands his or 
her obligations under the loan, includ- 
ing the obligation to apply the pro- 
ceeds only to educational expenses 
and the obligation to repay the loan. 
The interview may be held individual- 
ly with each borrower, or with groups 
of borrowers. 

(2) A correspondence school may 
inform the student of his or her obli- 
gations by mail. 

(b) For institutions which use a Se- 
mester, trimester or quarter system: 

(1) If the institution makes a loan to 
a student for a full academic year, it 
must advance a portion of that loan in 
each academic term. The amount to be 
advanced in each term is the amount 
obtained by dividing the amount for 
the full academic year by the number 
of semesters, trimesters or quarters in 
that year; 

(2) If the institution makes a loan 
for less than a full academic year, it 
must divide that loan by the number 
of academic term remaining in the 
academic year and advance funds to 
the student accordingly. 

(3) If a student incurs uneven costs 
in a particular academic term, or has 
need for additional funds for that 
terms, the institution may advance 
those additional funds to the student 
without regard to the requirements of 
subparagraphs (1) and (2) of this para- 
graph. 

(c) If an institution does not use a 
semester, trimester, or quarter system, 
it must advance funds to the student 
at least twice during the academic 
year. One advance must be made at 
the beginning and the other at the 
midpoint of that year. However, the 
institution may not advance more 
than half of the loan before the mid- 
point. 

(ad) Within each payment period, the 
institution may advance funds to stu- 
dents at such times and in such install- 
ments as it determines will best meet 
the student’s need for the funds. It 
may pay the loan by check or by cred- 
iting the borrower's account. If it cred- 
its the borrower’s account, it must give 
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the borrower a receipt. In either case 
the borrower must sign for the funds 
in the Schedule of Advances part of 
the note. 

(e) Not withstanding paragraphs (b) 
and (c) of this section, if the total 
amount of funds awarded to a student 
under the campus-based programs is 
less than $301, only one advance need 
be made. 

(f) For purposes of this section, a 
program of training of at least 6 
months which prepares students for 
gainful employment in a recognized 
occupation equals a full academic 
year. 

(g) No loan may be made to a stu- 
dent unless the student has filed a no- 
tarized affidavit with the institution 
he or she attends which— 

(1) Is on a form approved by the 
Commissioner; 

(2) States that the loan proceeds will 
be used solely for educational ex- 
penses at the institution; and 

(3) Is notarized by someone who 
does not recruit students for the insti- 
tution. 

(h) No payment may be made from a 
fund to a student pursuing a program 
of study by correspondence before the 
student completes and submits the 
first lesson. 


(20 U.S.C. 424, 1087cc, 1088¢.) 


$144.17 Federal interest in allocated 


funds—Transfer of loan fund. 


(a) Funds received by an institution 
under this part, excluding funds au- 
thorized for administrative expenses, 
are held in trust for the intended stu- 
dent beneficiary. They may be used 
only for the purposes for which allo- 
cated and may not be pledged or hy- 
pothecated for any other purpose. 

(b\(1) If an institution responsible 
for the maintenance of a loan fund in- 
cluding the collection of outstanding 
loans, ceases operation or is no longer 
willing to participate in the program, 
the Commissioner will take necessary 
steps to protect the Federal interest in 
that loan fund and in those outstand- 
ing loans. Those steps may include (i) 
the undertaking of a capital distribu- 
tion of the liquid assets of the Fund in 
accordance with § 466(c) of the act, or 
(ii) the transfer of the outstanding 
loans of the Fund to another institu- 
tion in the same State or to the Office 
of Education if no institution in that 
State wishes to receive them. 

(2) The cost of collecting the trans- 
ferred loans described in subpara- 
graph (1) of this paragraph will be 
considered to equal the institutional 
share of those loans. 

(3) If the loans described in subpara- 
graph (1) of this paragraph are trans- 
ferred to another institution the 
transferee institution may deposit all 
the funds it collects on those loans in 
its own loan fund and the transferror 
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institution’s share of those collections 
will be considered the transferee insti- 
tution’s institutional capital contribu- 
tion. 

(4) If the loans described in subpara- 
graph (1) of this paragraph are trans- 
ferred to the Office of Education, the 
Commissioner may use the institution- 
al share of the collected funds to pay 
for the costs of collecting those loans. 

(c) If more than one institution in 
that State offers to collect the out- 
standing loans referred to in para- 
graph (b) of this section, the Commis- 
sioner will select the transferee insti- 
tution primarily on the basis of the in- 
stitution’s demonstrated capability in 
the area of loan collection and second- 
arily on the basis of the number of 
students of the transferror institution 
expected to enroll in the transferee in- 
stitution. 

(d) If a transfer of a fund is made 
under paragraph (b)(1)(ii) of this sec- 
tion, no audit exceptions wiil be taken 
against the transferee institution on 
account of actions or omissions of the 
transferror institution in the adminis- 
tration of its fund before the transfer. 
However, the transferred fund must 
be maintained by the transferee insti- 
tution as a segregated account until an 
audit satisfactory to the Commissioner 
has been performed on the operation 
of the program at the transferror in- 
stitution. 


(20 U.S.C. 1087aa-ff; 1087cc(a5).) 


§ 144.18 Use of funds. 


(a) Funds received by an institution 
must be used: 

(1) As specified in sections 144.8 and 
144.59¢b), 

(2) To carry out the student consum- 
er information services requirements 
set forth in section 493A of the act 
and 45 CFR 178, and 

(3) To pay the cost of administering 
the Federal student financial aid pro- 
grams. 

(b) An institution is entitled to re- 
ceive an administrative cost allowance 
for each award year during which it 
makes loans from its fund. The 
allowance is payable from the institu- 
tion’s fund and equals 4 percent of the 
principal amount of loans made from 
the fund during the award year. How- 
ever, the aggregate amount paid to an 
institution under this paragraph plus 
the amount paid toe the institution for 
an administrative cost allowance 
under the CWS and SEOG programs 
may not exceed $325,000 for any 
award year. 

(c) Any institution which receives an 
administrative cost allowance for any 
award year must first use that 
allowance to carry out Part 178 of 
Title 45 of the Code of Federal Regu- 
lations, “Student Consumer Informa- 
tion Services.” If any funds remain, 
the institution may use those funds 
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only to pay the costs of administering 
the Federal programs of student fi- 
nancial aid. 


(20 U.S.C. 424, 1087cc, 1088b.) 


§ 144.19 Fiscal procedures and records. 


(a) Fiscal procedures. The institu- 
tion must administer the national 
direct student loan program in a 
manner which provides for an ade- 
quate system of internal controls. The 
various administrative procedures 
must be divided to provide for a 
system of checks and balances. The 
functions of authorizing payment and 
disbursing funds must be divided in 
such a fashion that no office has re- 
sponsibility for both functions with re- 
spect to any particular student aided 
under the program. 

(2) Physical segregation of cash de- 
positories for Federal funds which are 
provided to an institution is not re- 
quired. However, institutions must 
give notice to any bank in which they 
deposit Federal funds of all accounts 
in that bank in which Federal funds 
are deposited. This notice can be ac- 
complished in either of the following 
ways: 

(i) Include in the name of the ac- 
count the fact that Federal funds are 
deposited therein; or 

(ii) Send a letter to the. bank listing 
the accounts in which Federal funds 
will be deposited. A copy of this letter 
must be retained in the institution's 
files. 

(b) Account for NDSL fund. Federal 
funds become a Federal capital contri- 
bution to the institution’s NDSL Fund 
only when deposited in a separate 
bank account identified as the institu- 
tion's NDSL fund account (fund ac- 
count). The fund account must con- 
tain all of the fund's cash and no 
other funds. The institution's capital 
contributions plus loan repayments 
and all other earnings of the fund 
must be deposited in the fund account. 

(.) Records and reporiing. (1) Each 
institution must establish and main- 
tain on a current basis all general 
ledger control accounts and related 
subsidiary accounts necessary to iden- 
tify all transactions relating to the 
NDSL program. Those records must: 

(i) Be maintained in such a manner 
as to identify all program transactions 
separately from other institutional 
funds and activities; 

(ii) Be reconciled at least monthly; 

(iii) Afford ready identification of 
each student’s account and the status 
thereof; 

(iv) Be adequate to demonstrate the 
eligibility of every studeni aided under 
the program; 

(v) Indicate the amount cf_need de- 
termined for each student and the way 
that need has been met; and 


(vi) Identify the institutional officer 


who made the determination of need. 
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(2) An institution must submit an in- 
stitutional fiscal operations report an- 
nually. It must also submit any other 
reports and information in the form 
and at the times required by the Com- 
missioner. It must comply with the re- 
quirements the Commissioner finds 
necessary to insure the correctness of 
required reports. 

(d) Retention of records. (1) Recoras. 
Each institution must keep intact and 


. accessible records relating to the re- 


ceipt and expenditure of Federal 
funds, including all accounting records 
and related original and supporting 
documents that substantiate costs 
charged to the fund. These records 
must include the ones specified in 
§ 144.9(d). 

(2) 5-year period. Except as provided 
in subparagraphs (3) and (5) of this 
paragraph, the records specified in 
subparagraph (1) of this paragraph 
must be retained for 5 years after the 
date of submission of the annual insti- 
tutional fiscal operations report. 

(3) Loan records. (i) An institution 
must maintain a payment history for 
each borrower, showing the date and 
amount of each payment received 
from or on behalf of the borrower (or 
a proper endorser) over the life of the 
loan. This payment history must also 
indicate the amount of each payment 
which is attributable to principal and 
interest respectively. 

(ii) An institution must also main- 
tain a coilection history for each bor- 
rower, showing the date, nature, and 
results of each contact made with the 
borrower (and any proper endorser) 
for the coilecticn of a delinquent Ican. 
Copies of all correspondence addressed 
to cr received from the borrower and 
endorser must be included. 

(iii) An institution must retain a!! fi- 
nancial and repayment records per- 
taining to any individual loan made 
under this part for not less than five 
years from the date on which the 
entire amount of the loan has been 
repaid, cancelled, or assigned. 

(4) Microefiim copies. Recipients may 
substitute microfilm copies in licu of 
igimal reeceres in meeting the re- 
iremenis Gof this section. 

idit questions. The records in- 
claim or expenditure 
nas been questicned by Federal 
nust be retained until resolution 
aucit question. However, rec- 
not be retained if 


C 
oO) A? 


iron im afd 
CQ if] dsiy 


e tO @ payment with respeci to 
hich actions by the United States to 
recover for diversion of Federal funds 
are barred oy the statute of limitation 
in 28 U.S.C. 24150). 

(6) Audit and examination. The in- 
stitution must give the Secretary and 
the Coniptroller General of the 
United States, or any of their duly au- 
thorized representatives, access to the 
records specified in subparagraphs (1) 


they 


and (3) of this paragraph and to any 
other pertinent books, documents, ~ 
papers, and records necessary for the 
purpose of audit and examination. 

(e) An institution need not maintain 
separate records for national defense 
student loans as opposed to national 
direct student loans except with re- 
spect to loan cancellation. 

(f) Audits—Non-Federal. (1) All of an 
institution’s transactions involving the 
assets of its fund must be audited by 
the institution or at the institution’s 
direction to determine, at a minimum, 
the fiscal integrity of financial trans- 
actions and reports, and whether 
those transactions are in compliance 
with applicable laws and regulations. 
The required audits must be per- 
formed in accordance with the Depart- 
ment of Health, Education, and Wel- 
fare “Audit Guide” for student finan- 
cial aid programs. The frequency of re- 
quired audits may vary, depending on 
the size and complexity of the activity 
of the fund. However, an audit must 
be carried out at least once every two 
years. 

(2) Each audit must cover the entire 
period of time which has elapsed since 
the last audit. 

(3) The required audit reports must 
be submitted to the HEW Audit 
Agency at the regional office of the 
Department of Health, Education, and 
Welfare serving the region in which 
the instiiution is located. 

(4) The institution must provide the 
Audit Agency and the Commissioner 
with access to records or other docu- 
ments necessary to review the results 
of reauired audits. 

(g) Promissory notes and student 
loan ledgers must be maintained in 
good order in a locked fireproof con- 
tainer. (@nly authorized personnel may 
have access to these documents. 


(20 U S.C. 424, 1087cc.) 


$111.29 Compliance with truth in lending 
and equal credit opportunity require- 
ments. 


¥ 


In inghking loans under this part, the 
must comply with the 
truth in lending requirements of regu- 
letion Z (i2 CFR 226) and with the 
eaual credit oppertunity requirements 
ef regulation B (12 CFR 202). 


(20 U.S.C. 1687aa- ff.) 


instilution 


§ 141.21 {Reserved} 


Subpart B—Terms of Loans 


$114.51 Limilations governing aggregate 
amount of Joans. 

The maximum amecunt of direct and 
defense loans that a student may re- 
ceive is: 

(a) $10,000 in the case of any gradu- 
ate or professional student, including 
any loans made to that person before 
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he or she became a graduate or profes- 
sional student; 

(b) $5,000 in the case of a student 
who has successfully completed 2 aca- 
demic years of a program of education 
leading to a bachelor’s degree, but who 
has not completed the work necessary 
for that degree, and including any 
loans made to that person before he or 
she became such a student; and 

(c) $2,500 in the case of any student 
who has not completed 2 academic 
years of a program of education lead- 
ing to a bachelor’s degree. 


(20 U.S.C. 1087dd.) 


§ 144.32 
ment. 


(a) Evidence of indebtedness. A loan 
must be evidenced by a promissory 
note executed by the student borrow- 
er. A promissory note acceptable to 
the Commissioner is set forth in ap- 
pendix B. Any substantive deviation 
from the provisions of this promissory 
note form must be approved by the 
Commissioner before the institution 
uses the revised form. A copy of the 
executed note must be supplied to the 
borrower. 

(b) Rate of interest. The promissory 
note must provide: 

(1) That the interest rate on the 
loan is 3 percent a year on the unpaid 
balance but 

(2) That no interest is charged 
before the beginning of the repayment 
period specified in paragraph (c) of 
this section or during any period in 
which repayment is deferred in ac- 
cordance with § 144.34(a). 

(c) Repayment. (1) Repayment 
period. The promissory note must pro- 
vide 

(i) That the repayment period 
begins nine months after the date the 
student ceases to be at least a half- 
time student at an institution of 
higher education or at a comparable 
institution outside of the United 
States approved for this purpose by 
the Commissioner and ends 10 years 
and 9 months after that date: 

(ii) That the borrower may request 
that the repayment period begin earli- 
er than described in the preceding 
clause; and 

(iii) That the length of the repay- 
ment period may vary as a result of 
section 144.34 (deferments) and para- 
graph (e) of this section (minimum re- 
payments). 

(2) Repayment amount. 
must provide: . 

(i) For the repayment of principal 
and interest in equal installments pay- 
able quarterly, bimonthly or monthly 
at the option of the institution; or 

(ii) For the repayment of the loan in 
graduated periodic installments if re- 
quested by the borrower. However, the 
schedule of graduated repayments 
must be approved by the Commission- 


Promissory note—loan  repay- 


The note 
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er. The Commissioner will accept re- 
quests for approval of graduated re- 
payment schedules only from lending 
institutions. 

(3) The student must select a repay- 
ment plan before ceasing to be at least 
a half-time student at the lending in- 
stitution. 

(4) The institution must attach a 
copy of the repayment plan to the 
promissory note and give a copy of the 
plan to the borrower. 

(5) If the applicable repayment plan 
results in a final payment of not more 
than $10, the institution may increase 
the next-to-last payment of the repay- 
ment plan to include that amount. 

(6) Any loan repayment made by a 
borrower must first be applied against 
any interest due on the loan with the 
remainder applied against principal. 

(d) Prepayment. (1) The note must 
provide that a borrower may, at his or 
her option and without penalty, 
prepay all or part of the loan at any 
time. However, any refund attributa- 
ble to a loan made under this part and 
any repayment made by the student 
during the academic year for which 
the loan was made must be treated as 
a reduction in the original amount of 
the loan and not as a prepayment. 

(2) Unless the borrower indicates 
otherwise, any amount paid by the 
borrower which exceeds the amount 
due for that period or any previous 
period must be considered a prepay- 
ment of principal rather than an ad- 
vance payment on any subsequent in- 
stallment. 

(e) Minimum rates of repayment. (1) 
Defense loans. (i) If the monthly re- 
payment of principal and interest on a 
defense loan which would otherwise be 
required under paragraph (c) of this 
section is less than $15 a month (or 
the equivalent amount for loans 
repaid on a bimonthly or quarterly 
basis), the institution may at its 
option and if it has so provided in the 
note require a student borrower to 
repay the loan at a monthly rate of up 
to $15. 


(ii) If a borrower has obtained de- 
fense loans from more than one insti- 
tution and if the monthly repayment 
of principal and interest is less than 
the equivalent of $15 per month, and 
only one institution exercises the $15 
minimum monthly repayment option, 
the institution which exercises the 
option, will receive the difference be- 
tween $15 and the monthly repayment 
owed to the other institution. 


(ii) If a borrower has obtained de- 
fense loans from more than one insti- 
tution, and if the monthly repayment 
of principal and interest is less than 
the equivalent of $15 per month, and 
each of the institutions exercises the 
$15 minimum monthly repayment 
option, the $15 minimum repayment 
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must be divided among the institu- 
tions in proportion to the _ total 
amount of principal advanced by each 
of the institutions. 

(2) Direct loans. (i) If the monthly 
repayment of the principal and inter- 
est which would otherwise be required 
under paragraph (c) of this section on 
a direct loan is less than $30 a month 
(or the equivalent amount for loans 
repaid on a bimonthly or quarterly 
basis), the institution may at its 
option and if it has so provided in the 
note, require a student borrower to 
repay the loan at a monthly rate of up 
to $30. 


(ii) If a borrower has obtained direct 
loans from more than one institution 
and if the monthly repayment of prin- 
cipal and interest is less than the 
equivalent of $30 per month, and only 
one institution exercises the $30 mini- 
mum monthly repayment option, the 
institution which exercises the option 
will receive the difference between $30 
and the monthly repayment owed to 
the other institution. 


diii) If a borrower has obtained 
direct loans from more than one insti- 
tution and if the monthly repayment 
of principal and interest is less than 
the equivalent of $30 per month and 
each of the institutions exercises the 
$30 minimum monthly repayment 
option, the $30 minimum repayment 
must be divided among the institu- 
tions in proportion to the _ total 
amount of principal advanced by each 
of the institutions. 

(f) Penalty charges. An institution 
may provide in the note for a penalty 
charge if the borrower fails to pay all 
or any part of an installment when 
due, or fails to file timely and satisfac- 
tory evidence of an entitlement to de- 
ferment under § 144.34 or cancellation 
under subpart D of this part. The pen- 
alty charge may not exceed: 

(1) $1 for the first month or part 
thereof by which an installment or 
evidence is late and $2 for each month 
or part thereof thereafter, if the loan 
is repayable monthly; 

(2) $3 for each bimonthly period or 
part thereof by which an installment 
or evidence is late, if the loan is repay- 
able bimonthly; or 

(3) $6 for each quarterly period or 
part thereof by which an installment 
or evidence is late, if the loan is repay- 
able quarterly. 

(4) An institution may add the pen- 
alty charge to principal on the day fol- 
lowing the day the installment was 
due, or it may require the borrower to 
pay the charge on the due date of the 
installment following the day the bor- 
rower received a notice of the penalty 
charge assessment. (See appendix C 
for calculating penalty charges.) 

(g) Security and endorsement. The 
note must provide that the loan is 
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made without security and without en- 
dorsement, except that security or en- 
dorsement may be required if the bor- 
rower is a minor and if under applica- 
ble State law, a note executed by a 
minor would not create a binding obli- 
gation. 


(20 U.S.C. 425 and 1087dd.) 


(h) Assignment of notes. The. note 
must provide that it may not be as- 
signed except to the United States (or 
to a party specifically approved by the 
Commissioner), or to another institu- 
tion to which the borrower transfers 
which is participating in the program, 
or if not so participating, is eligible to 
do so and is approved by the Commis- 
sioner to receive assigned notes. 


(20 U.S.C. 1087cc-dd.) 


(i) Acceleration. The note must pro- 
vide that the institution may, at its 
option, make the entire unpaid indebt- 
edness, including interest due and ac- 
crued and any penalty charges, imme- 
diately due and payable if the borrow- 


er. 

(1) Fails to make a scheduled repay- 
ment on time, or 

(2) Fails to file evidence of an enti- 
tlement to cancellation or deferment 
on time. 

(j) Costs of collection. The note may, 
at the option of the institution, pro- 
vide that the borrower must pay all at- 
torneys’ fees and other collection costs 
and charges. 


(20 U.S.C. 425 and 1087dd) 


§ 144.33 Minimum rate of repayment if 
the borrower received both Defense 
and Direct Loans. 


(a) This section applies to the repay- 
ment of loans by a borrower who has 
received both defense and direct loans. 

(b) If the monthly repayment of 
principal and interest that a borrower 
must repay on defense and direct 
loans is at least $30 (or the equivalent 
amount for loans repaid on a bi- 
monthly or quarterly basis), the insti- 
tution may not exercise the option 
provided in either promissory note to 
increase the minimum monthly repay- 
ment even though the amount to be 
repaid by the borrower on the defense 
loans is less than the equivalent of $15 
per month or the amount to be repaid 
on the direct loans is less than the 
equivalent of $30 per month. 

(c) If the monthly repayment of 
principal and interest that a borrower 
must repay on defense and direct 
loans is less than $30 (or the equiva- 
lent amount for loans repaid on a bi- 
monthly or quarterly basis), and the 
institution exercises the option pro- 
vided in either promissory note to in- 
crease the minimum monthly repay- 
ment, the maximum monthly repay- 
ment may not exceed $30 (or the 


RULES AND REGULATIONS 


equivalent amount for loans paid on a 
bi-monthly or quarterly basis). 

(d) If (1) the monthly repayment of 
principal and interest that a borrower 
must repay on defense and direct 
loans is less than $30 (or the equiva- 
lent amount for loans repaid on a bi- 
monthly or quarterly basis), (2) the 
amount otherwise required to be 
repaid on the defense loan is less than 
$15 per month (or the equivalent 
amount for loans repaid on a bi- 
monthly or quarterly basis), and (3) 
the institution exercises its option for 
a minimum monthly repayment under 
one or both loans, no more than $15 
(or the equivalent amount for loans 
paid on a bi-monthly or quarterly 
basis) may be attributed to the de- 
fense loan. Furthermore, that $15 may 
be attributed to the defense loan only 
if the institution exercises its mini- 
mum repayment option on the defense 
loan. 


(20 U.S.C. 425 and 1087dd; section 137d of 
Pub. L. 92-318) 


§ 144.34 Deferment of repayment. 


(a) The note must provide that in- 
stallments of principal need not be 
paid and interest will not accrue 
during any period (1) in which the 
borrower is at least a half-time stu- 
dent at an institution of higher educa- 
tion or at a comparable institution 
outside the United States approved for 
this purpose by the Commissioner; (2) 
not exceeding 3 years during which 
the borrower is a member of the 
Armed Forces of the United States, as 
defined in § 144.55(d); (3) not exceed- 
ing 3 years during which the borrower 
is in service as a volunteer under the 
Peace Corps Act; or (4) not exceeding 
3 years during which the borrower is a 
VISTA volunteer under title I—part A 
of the Domestic Volunteer Service Act 
of 1973 Pub. L. 93-113, (formerly title 
VIII of the Economic Opportunity Act 
of 1964). The above periods may not 
be included in determining the 10-year 
repayment period specified in 
§ 144.32(c). 

(b) Extraordinary circumstances. If 
a borrower is unable, due to extraordi- 
nary circumstances such as prolonged 
illness or unemployment, to make a 
scheduled repayment, he or she may 
apply to the lending institution for a 
revision of the schedule. The institu- 
tion may revise the schedule. However, 
a revision which extends the repay- 
ment period provided for in § 144.32(c), 
must first be approved by the Commis- 
sioner. Interest, however, continues to 
accrue. 

(c1) If an institution elects the 
minimum monthly repayment rate on 
a direct loan set forth in § 144.32¢e) 
and the borrower is unable, due to ex- 
traordinary circumstances, to make a 
payment when due, the institution 
may, upon application of the borrow- 


er, defer the borrower’s repayments or 
revise the repayment schedule for a 
period of not more than 1 year. If, at 
the end of that period, the borrower is 
still unable to repay the loan at the 
minimum monthly rate, the institu- 
tion may, upon reevaluation of the 
borrower’s financial situation, defer or 
revise the borrcwer’s repayment 
schedule for another period of not 
more than 1 year. Interest, however, 
continues to accrue. 

(2) The institution may not grant 
the relief described in subparagraph 
(1) of this section if the revision or de- 
ferment will result in a repayment 
period longer than 10 years. 

(d) Less than half-time attendance. 
For defense loans, the institution may 
provide that installments need not be 
paid during any period or periods, ag- 
gregating up to 3 years, during which 
the borrower is in attendance as less 
than a half-time student at an institu- 
tion of higher education taking 
courses which are creditable toward a 
degree. The institution may also ex- 
clude those periods in computing the 
10 year repayment period. Interest, 
however, continues to accrue during 
those periods. 


(20 U.S.C. 425 and 1087dd) 


§ 144.35 Postponement of loan repayments 
in anticipation of canceliation. 


(a) An institution must postpone 
loan repayments for a 12-month 
period if the borrower: 

(1) Will be teaching or providing 
other services that are eligible for loan 
cancellation, and 

(2) Has submitted a statement 
signed by a responsible official of the 
military, agency, school or institution 
employing the borrower indicating 
that the borrower will be so employed. 
That statement must include the bor- 
rower’s job description, the pericd of 
employment, and the full-time or part- 
time nature of the employment. 

(b) If a borrower has received both 
defense loans and direct loans and is 
eligible for cancellation benefits on 
only one of those loans, only the loan 
repayments due on the loan for which 
cancellation is available may be post- 
poned. 


(20 U.S.C. 425 and 1087dd-ee) 


§ 144.36 Treatment of loan 
where cancellation, loan 
and minimum monthly 
apply. 

(a) Minimum monthly repayment 
rate. Notwithstanding the provisions 
of §§ 144.32(e) and 144.33, an institu- 
tion may not exercise the minimum re- 
payment provision in a note that is 
subject to partial cancellation for a 
period covered by a postponement, if 
the borrower receives a partial cancel- 
lation of the note for that period. 


repayments 
repayments, 
repayments 
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(b) If a borrower has received both 
defense and direct loans and is eligible 
to have only one of those loans can- 
celed, the amount due on the loan not 
being canceled shall be at the rate es- 
tablished under §144.32(c) or (e), 
whichever is applicable. 


(20 U.S.C. 425.and 1087dd-ee) 


Subpart C—-Loan Collecticn—Due 
Diligence 


§ 144.41 [Reserved] 


§ 144.42 General. 


Each participating institution must 
exercise due diligence as described in 
this subpart in the collection of loans. 
In the exercise of that responsibility it 
must consistently uSe extensive and 
forceful collection practices. In partic- 
ular, an institution must: 

(a) Provide to each borrower, not 
later than the time when the borrower 
signs the promissory note, full disclo- 
sure of the borrower’s rights and obli- 
gations thereunder; 

(b) Conduct an exit interview as de- 
scribed in § 144.43 with each borrower 
before he or she leaves the institution 
and provide the borrower at that time 
with a copy of the repayment schedule 
specifying the total amount of the 
loan and the dates and amounts of in- 
stallments as they become due. It 
must also have the borrower sign a 
copy of the repayment schedule and 
must place that copy in the borrower's 
file; 

(c) Mail the borrower a copy of the 
note and two copies of the repayment 
schedule and'‘request the borrower to 
sign and return one of the copies of 
the repayment schedule, if the bor- 
rower leaves the institution without 
notice; 

(d) Maintain contact with the bor- 
rower after he or she leaves the insti- 
tution to facilitate billing and to keep 
the borrower informed on a timely 
basis of ail changes in the program af- 
fecting his or her rights or obligations; 
and 

(e) Respond promptly to written in- 
quiries and other communications of 
the borrower and any endorser. 


(20 U.S.C. 1087cc) 


§ 144.43 Contact with the borrower prior 
to repayment period. 


(a) Coordination of institutional of- 
fices. Each institution must provide 
for the exchange of information 
among all appropriate institutional of- 
fices, e.g., the registrar, student finan- 
cial aid, business, and alumni offices. 
This exchange will enable the institu- 
tion to determine (1) the date the bor- 
rower will graduate so that an exit in- 
terview may be scheduled, or (2) 
whether a student has left school 
without proper notice so that it may 
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mail the borrower the required infor- 
mation. 

(b) Exit interview. An institution 
must, if possible, conduct an exit inter- 
view with each borrower before the 
borrower leaves the institution. The 
exit interview must, if possible, be con- 
ducted on an individual basis. Howev- 
er, if individual interviews are not fea- 
sible, a group interview is permitted. 

During the exit interview the insti- 
tution must provide the borrower with 
a detailed explanation of his or her 
rights and obligations. It must inform 
the borrower that he or she received a 
loan which must be repaid in accord- 
ance with the repayment schedule. 
Furthermore, it must inform the bor- 
rower of: 

(1) His or her responsibility to 
inform the institution immediately of 
any change of address; 

(2) The full amount of the loan and 
the interest rate; 

(3) The amount of the first payment 
and the date it is due; 

(4) His or her responsibility to con- 
tact the institution before any repay- 
ment is due, if for any reason payment 
cannot be made; 

(5) His or her right to a deferment, 
cancellation or postponement as well 
as the procedures for filing for those 
benefits; 

(6) The right to prepay without pen- 
alty; and 

(7) Any optional features included in 
the note such as minimum monthly 
repayment, penalty charges and col- 
lection charges. 

(c) The institution must contact 
each borrower at least three times 
before the first repayment is due, as 
follows: 

(1) 90 days into the grace period the 
institution must transmit to the bor- 
rower in writing the information de- 
scribed in paragraph (b) of this section 
and any other information necessary 
to satisfy Truth in Lending Act regula- 
tions; 

(2) 180 days into the grace period 
the institution must notify the bor- 
rower of the date the borrower’s grace 
period ends; and 

(3) At least 30 days before the first 
repayment is due the institution must 
notify the borrower of that due date 
and of the amount due. 

(d) If the institution finds that a 
borrower’s address has changed, it 
must implement the procedures set 
forth in § 144.44(a)(4) to find the bor- 
rower’s correct address. 


(20 U.S.C. 425 and 1087cc) 


§ 144.44 Billing procedures. 


(a) Each institution must establish 
and maintain the following billing and 
followup procedures during the period 
in which any outstanding balance re- 
mains unpaid. 
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(1) The institution must send to 
each borrower a letter of notice and a 
statement of account at least 30 days 
before the date on which the first re- 
payment installment is due and a 
statement of account at least 10 days 
before the due date of each payment 
after the first payment, unless a 
coupon system is established. 

(2) If a payment or a deferment or 
cancellation form is not received 
within 15 days of its due date, the in- 
stitution must contact the borrower to 
demand payment. The demand for 
payment must be made in accordance 
with subparagraph (3) of this para- 
graph. 

(3) Except. as provided in subpara- 
graph (4) of this paragraph, the insti- 
tution must implement the following 
procedure: 

(i) Within 15 days of a missed due 
date, it must contact the borrower by 
telephone or in writing to demand 
payment (first overdue notice). 

(ii) Within 30 days of the date of the 
first overdue notice, if the borrower 
does not respond satisfactorily, it must 
contact the borrower again by tele- 
phone or in writing (second overdue 
notice). 

(iii) Within 15 days of the date of 
the second overdue notice, if the bor- 
rower does not respond satisfactorily, 
it must contact the borrower by tele- 
phone or by mailgram (third overdue 
notice). . 

(iv) Within 15 days of the date of 
the third overdue notice, if the bor- 
rower does not respond satisfactorily, 
it must send the borrower a final 
demand letter. The final demand 
letter must tell the borrower that the 
loan will be referred for collection or 
for litigation if the appropriate pay 
ment or form is not received within 30 
days of the date of the letter. 

(v) If an institution accelerates a 
loan, it must give the borrower ad- 
vance notice of this action. This writ- 
ten notice may be given independently 
or in any of the demands for payment 
required by this subparagraph. In any 
event, if an institution accelerates a 
loan or intends to do so, it must say so 
in the final demand letter. To ‘‘accel- 
erate a loan” means that the entire 
unpaid indebtedness, including ac- 
crued interest and any penalty 
charges, is made immediately due and 
payable. 

(4) If the borrower’s payment histo- 
ry has been unsatisfactory (e.g., the 
borrower has often failed to be on 
time in making payments or filing can- 
cellation or deferment forms, or has 
previously received a final demand 
letter) or if the institution believes 
that the borrower does not intend to 
pay or file the appropriate form, it 
may choose to omit any or all of the 
required overdue notices before send- 
ing the final demand letter. 
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(5) The institution must maintain a 
monthly list of payments in arrears 
with respect to loans not paid when 
due. 

(6) A thorough search must be made 
of information available to the institu- 
tion to locate the borrower’s address if 
mail is returned. The search should in- 
clude record checks in all appropriate 
institutional offices, checks of the 
telephone directory or with the infor- 
mation operator in the city or town of 
the borrower’s last known address and 
a telephone call to the borrower if a 
phone number is obtained. 

(b) Costs incurred by the institution 
in carrying out the activities enumer- 
ated in paragraph (a) of this section 
are considered routine administrative 
expenses which may not be charged to 
the fund, except for the costs of phone 
calls to the borrower, which are con- 
sidered other collection costs chargea- 
ble to the Fund. 


(20 U.S.C. 424 and 1087cc) 


§ 144.45 Skip-tracing activities. 

(a) If an institution is still unable to 
locate a borrower, in spite of its efforts 
under § 144.44(a)(6), it must engage 
the services of a commercial skip trac- 
ing organization or perform equivalent 
skip tracing activities with its own per- 
sonnel. 

(b) If the borrower’s address is locat- 
ed as a result of the activities de- 
scribed in paragraph (a) of this sec- 
tion, the institution must contact the 
borrower for the purpose of collecting 
amounts past due before referring the 
loan for collection or litigation. 


§ 144.46 Collection and litigation proce- 
dures. 


(a) If an institution is still unable to 
obtain payment from a borrower after 
performing all of the activities set 
forth in §§ 144.44 and 144.45, it must 
contact the borrower by telephone or 
in person to find out why the borrow- 
er has not paid. If the borrower fails 
to respond satisfactorily, it must use 
the services of a collection agency or 
perform comparable collection activi- 
ties with its own personnel. 

(b) If a collection agency is used it 
must (1) be bonded in an amount to 
cover those particular assets of the 
Fund which are under its control at 
any particular time, or (2) have all the 
collected funds deposited on receipt in 
a bank account in the institution’s 
name (“‘lock-box”’ deposits). 

(c)(1) The institution must bring suit 
against the borrower or against any 
proper endorser if collection efforts 
have failed and it determines that 

(i) The borrower has assets which 
may cover all or substantially: all of 
the outstanding obligations, 

(ii) The borrower has no known de- 
fense, 
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(iii) The borrower’s whereabouts are 
known and the borrower can be easily 
served, and 

(iv) The amount outstanding ex- 
ceeds $500. , 

(2) The institution may choose to 
bring suit against the borrower even if 
the conditions of subparagraph (1) of 
this paragraph are not met. 

(d) Notwithstanding the provisions 
of paragraph (a) of this section, if the 
amount of principal and interest out- 
standing on a loan is not more than 
$10, the institution may writeoff that 
amount and need not take any further 
collection action with regard to that 
loan. 


(20 U.S.C. 424 and 1087cc) 


§ 144.47 Other collection costs—litigation 
costs. 


(a) Reasonable costs incurred in car- 
rying out the activities described in 
§§ 144.45(a) and 144.46 and the costs of 
telephone calls incurred in carrying 
out §§ 144.44(a) and 144.45(b) are con- 
sidered other collection costs which 
may be charged to the fund. However, 
any collection costs paid by the bor- 
rower may not be charged to the fund. 
For audit purposes, ‘‘other collection 
costs’? must be supported by appropri- 
ate financial statements (e.g. tele- 
phone bills and collection agency 


bills). The statement of the collection © 


agency must indicate specific amounts 
collected and charges retained. 

(b) If an institution elects to per- 
form its own collections, rather than 
using a collection agency, its actual 
costs of collection, including salaries 
of its own personnel may be consid- 
ered other collection costs and 
charged to the fund. However, those 
costs may not exceed the costs that 
would have been permitted under 
paragraph (a) of this section if the in- 
stitution had used a commercial collec- 
tion agency. 

(c) Reasonable litigation costs in- 
curred in carrying out this subpart 
may be charged to the fund. 


(20 U.S.C. 424 and 1087cc) 


§ 144.48 Use of fiscal agent. 


(a) If an institution uses a billing 
service, collection agency or any other 
type of fiscal agent in carrying out its 
functions under this part, that service 
or agency may perform only ministeri- 
al acts. The institution is ultimately 
responsible for decisions about 
making, collecting, cancelling, or de- 
ferring loans. 

(b)(1) If a billing service is used to 
carry out the functions required by 
§ 144.44, the billing service may not 
deduct its fee from the funds it re- 
ceives from borrowers. 

(2) In carrying out the functions re- 
quired by § 144.44, a billing service 
may perform skiptracing activities 


and/or make telephone calls to bor- 
rowers for the purpose of preventing a 
loan from falling into default. Skip- 
tracing activities and telephone calls 
may be charged to the fund by the in- 
stitution as “other collection costs.” 

(3) A billing service performing the 
functions set forth in subparagraph 
(2) of this paragraph must provide its 
clients with satisfactory documenta- 
tion, no less often than monthly, 
showing which portions of its monthly 
service charges are for skiptracing ac- 
tivities and telephone calls. 


(20 U.S.C. 424 and 1087cc) 


§ 144.49 Use of commonly owned billing 
service and collection agency prohibit- 
ed. 


If an institution uses a commercial 
billing service to carry out the activi- 
ties required by § 144.44, it may not 
use a collection agency which owns or 
controls, or is owned or controlled by, 
the billing service or which is owned 
and controlled by a corporation, part- 
nership, association or _ individual 
which also owns or controls the billing 
service. 


(20 U.S.C. 108%cc) 


§ 144.50 Bankruptcy of borrower. 


An institution must refrain from col- 
lection activity with respect to a loan 
if the borrower is adjudicated a bank- 
rupt and the loan has been discharged. 
However, no loan may be written off 
until an official notice of the dis- 
charge in bankruptcy has been re- 
ceived by the institution. That notifi- 
cation must be kept in the file of that 
borrower to support the writeoff 
entry. If the institution receives any 
payment from a borrower after the 
loan has been discharged, it must de- 
posit the payment in its fund. 


(20 U.S.C. 424, 1087cc) 


Subpart D—Loan Cancellation 


§ 144.51 Special definitions. 


For purposes of this subpart: 

“Academic year or its equivalent” 
for an elementary or secondary school 
teacher or a teacher of handicapped 
children in a public or nonprofit pri- 
vate elementary or secondary school 
system means—(a) a school year or (b) 
two complete and consecutive half 
years from different school years, ex- 
cluding summer sessions, generally 
falling within a 12-month period. 

“Academic year or its equivalent” 
for teachers in institutions of higher 
education means the equivalent of two 
semesters, two trimesters or three 
quarters generally falling within a 12- 
month period. 

“Elementary school’’ means a school 
which provides elementary education 
(including education below grade 1), as 
determined under State law, or, if that 
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school is not in any State, as deter- 
mined by the Commissioner. 

‘“‘Handicapped children” means chil- 
dren who are mentally retarded, hard 
of hearing, deaf, speech-impaired, vi- 
sually handicapped, seriously emotion- 
ally disturbed, or otherwise health-im- 
paired who by reason thereof require 
special education and related services. 

“Local educational agency’’ means 
an agency defined in section 1201(¢g) of 
the act. 

“Secondary school’s means a school 
which provides secondary education as 
determined under State law, or if the 
school is not in any State, as deter- 
mined by the Commissioner. However, 
secondary education does not include 
any education provided beyond grade 
12. 

“State educational agency” means 
the State board of education or other 
agency or officer primarily responsible 
in a State for the supervision of public 
elementary and secondary schools. If 
there is no such officer or agency, this 
term means an officer or agency desig- 
nated by the Governor or by State 
law. 

“Teacher” means a person engaged 
in providing direct and personal ser- 
vices to students to further their edu- 
cational development. This term in- 
cludes only professional personnel en- 
gaged in (a) classroom instruction or 
(b) curricular-supportive activities. 
Personnel engaged in curricular-sup- 
portive activities include school librar- 
ians and guidance counselors, but do 
not include any supervisor, researcher, 
or curriculum specialist unless he or 
she is engaged primarily in providing 
direct and personal services ‘to stu- 
dents. 

A teacher in an institution of higher 
education does not include any person 
engaged in teaching elementary or sec- 
ondary education unless that person is 
teaching in a program of remedial edu- 
cation specifically designed to prepare 
high schoo] graduates for postsecon- 
dary education. 

“Title I children” means, for pur- 
poses of §§ 144.53(b) and 144.54(a), 
children between the ages of 5 and 17 
(inclusive) coming from families with 
adjusted gross annual incomes below 
$3,000. 


* (20 U.S.C. 425, 1087ee, 1141) 


§ 144.52 Application for cancellation. 


(a). A borrower applies for cancella- 
tion on a form supplied by the lending 
institution. The form must be com- 
pleted and filed by the due date estab- 
lished by the institution. If the bor- 
rower fails to file the completed form 
by the due date, the institution must 
follow the procedures for contacting 
the borrower set forth in § 144.44. If 
the borrower still fails to submit the 
form, the institution may determine 
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that the loan is in default and require 
immediate repayment of the entire 
unpaid principal balance of the loan, 
interest and penalty 


plus: accrued 
charges. 

(b) The determination of a borrow- 
er’s entitlement to cancellation must 
be made by the institution to whose 
fund the loan is payable. 

(c) An institution may refuse to 
grant cancellation for teaching service 
performed in two or more schools or 
institutions concurrently if it is admin- 
istratively difficult for it to determine 
that the borrower’s service was full 
time. However, it must grant cancella- 
tion if a single official of the school 
system or institutions which employed 
the borrower certifies that the work 
was performed under his or her direct 
or general supervision and constituted 
full-time employment for an academic 
year. 


(20 U.S.C. 425, 1087ee) 
§ 144.53 Teacher cancellation—Defense 
loans. 

The following applies to defense 
loans: 

(a)(1) A borrower may cancel up to 
50 percent of any loan plus the inter- 
est thereon for service as a full-time 
teacher in: ‘ 

(i) a public or other nonprofit ele- 
mentary or secondary school in a 
State, 

(ii) an institution of higher educa- 
tion, or 

(iii) an elementary or secondary 
school overseas of the Armed Forces 
of the United States. 

(2) Cancellation will be at the rate of 
10 percent of the total amount of the 
loan plus the interest thereon for each 
complete academic year or its equiva- 
lent of teaching service. 

(b)\(1) A borrower may cancel the 
entire amount of any loan plus the in- 
terest thereon for service as a full-time 
teacher in a public or other nonprofit 
elementary or secondary school under 
the following conditions: The school in 
which he or she is teaching— 

(i) is in the school district of a local 
educational agency which is eligible in 
that year for funds under title I of the 
Elementary and Secondary Education 
Act of 1965, and 

(ii) has~ been determined by the 
Commissioner to be a school in which 
there is a high concentration of stu- 
dents from low-income families. 

(2) The Commissioner may not 
select more than 25 percent of the eli- 
gible schools in a State for any year 
unless all of the schools selected are 
schools where the enrollment of title I 
children, using a low-income factor of 
$3,000, exceeds 50 percent of the total 
enrollment of that school. 

For purpose of this paragraph, low- 
income families are those families 


37921 


whose adjusted gross income is not 
more than $3,000. 

(3) A defense loan will be cancelled 
at the rate of 15 percent of the total 
amount of the loan plus the interest 
thereon for each complete academic 
year or its equivalent of teaching serv- 
ice in a school selected by the Commis- 
sioner under subparagraph (1) of this 
paragraph. 

(4) The Commissioner will list 
schools under subparagraph (1) of this 
paragraph based upon a ranking of 
schools submitted by the State educa- 
tional agency. The schools will be 
ranked on the basis of objective stand- 
ards and methods, approved by the 
Commissioner, which take into ac- 
count the numbers and percentages of 
students from low-income families in 
attendance in those schools. For each 
academic year the Commissioner will 
notify participating institutions of the 
schools selected under this paragraph. 

(5) Cancellation as described in this 
paragraph is only available for teach- 
ing service beginning with the 1966-67 
academic year. 

(c\1) A borrower may cancel the 
entire amount of any loan plus the in- 
terest thereon for service as a full-time 
teacher of handicapped children in a 
public or other nonprofit elementary 
or secondary school system. 

(2) A defense loan will be cancelled 
at the rate of 15 percent of the total 
amount of the loan plus the interest 
thereon for each complete academic 
year or its equivalent of the teaching 
service specified in subparagraph (1) 
of this paragraph. 

(3) Cancellation as described in this 
paragraph is only available for teach- 
ing service beginning with the 1967-68 
academic year. 


(20 U.S.C. 425(b)(3)) 


§ 144.54 Teacher 
loans. 


cancellation—Direct 


The following provisions apply to 
direct loans: 

(a)(1) A borrower may cancel the 
entire amount of any loan plus the in- 
terest thereon for service as a full-time 
teacher in a public or other nonprofit 
elementary or secondary’ school 
which— 

(i) is in the schoo] district of a local 
educational agency which is eligible 
for funds under title I of the Elemen- 
tary and Secondary Education Act of 
1965, and 

(ii) has been determined by the 
Commissioner to be a schoo) in which 
the enrollment of title I children, 
using a low-income factor of $3,000, 
exceeds 30 percent of the total enroll- 
ment of that school. However, the 
Commissioner will not select more 
than 50 percent of the schools in that 
State receiving assistance under Title 
I. 
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(2) If more than 50 percent of the 
schools in a State qualify under sub- 
paragraph (1) of this paragraph, the 
Commissioner will list schools for 
which cancellation is permitted from 
among those eligible schools based 
upon a ranking of schools by the State 
educational agency. Schools will be 
ranked on the basis of objective stand- 
ards and methods approved by the 
Commissioner which take into account 
the number and percentages of title I 
children in those schools. 

For each academic year, the Com- 
missioner will notify participating in- 
stitutions of the schools’_ selected 
under this paragraph. 

(b) A borrower may cancel his or her 
entire loan for service as a full-time 
teacher of handicapped children in a 
public or other nonprofit elementary 
or secondary school system. 

(c) A borrower qualifying for cancel- 
lation under paragraphs (a) and (b) of 
this section may cancel his or her 
direct loan at the following rates: (1) 
15 percent of the total amount of the 
loan plus the interest thereon for each 
of the first and second complete aca- 
demic years or their equivalent of 
teaching service described in para- 
graphs (a) and (b), (2) 20 percent of 
the total amount of the loan plus the 
interest thereon for each of the third 
and fourth complete academic years or 


their equivalent of such teaching serv- 


ice. and (3) 30 percent of the total 
amount of the loan plus the interest 
thereon for the fifth complete aca- 
demic year or its equivalent of such 
teaching service. 


(20 U.S.C. 1087ee) 
§ 144.55 Head Start cancellation. 


(a1) A borrower may cancel the 
entire amount of his or her direct loan 
plus the interest thereon for service as 
a full-time staff member in a “Head 
Start” program if— 

(i) That program is operated for a 
period which is comparable to a full 
school year in the locality: and 

(ii) The borrower's salary as a full- 
time staff member is not more than 
the salary of a comparable employee 
of the local educational agency in the 
area served by the head start program. 

(2) The loan will be canceled at the 
rate of 15 percent of the total amount 
of the loan plus the interest thereon 
for each complete school year or its 
equivalent of eligible service. 

(3) The head start program is the 
preschool program carried out under 
section 222(a)(1) of the Economic Op- 
portunity Act of 1964. 

(b) For purposes of paragraph (a) of 
this section “Full-time staff member” 
means any person regularly employed 
in a professional capacity on a full- 
time basis in carrying out the educa- 
tional component of a head start pro- 
gram. 


(20 U.S.C. 1087ee) 
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§ 144.56 Military cancellation. 


(a)(1) A borrower may cancel up to 
50 percent of any defense loan made 
after April 13, 1970 but before July 1, 
1972, plus the interest thereon, for 
service after June 30, 1970 as a 
member of the Armed Forces of the 
United States. 

(2) A defense loan will be canceled at 
the rate of 12% percent of the total 
amount of the loan plus the interest 
thereon for each year of consecutive 
service as a member of the Armed 
Forces. 

(b)(1) A borrower may cancel up to 
50 percent of any direct loan, plus the 
interest thereon, for service as a 
member of the Armed Forces of the 
United States in an area that qualifies 
for special pay under section 310 of 
title 37 of the United States Code. 

(2) A direct loan will be canceled at 
the rate of 12% percent of the total 
amount of the loan, plus the interest 
thereon, for each year of qualifying 
service. 

(c) A borrower's entitlement to a de- 
ferment of repayment under § 144.34 
runs concurrently with any periods for 
which the cancellation entitlement 
“has been granted. 

(d) For purposes of this section and 
§ 144.34, “Member of the Armed 
Forces of the United States” means an 
individual who is on full-time active 
duty in the United States Army, Navy, 
Air Force, Marine Corps, or Coast 
Guard. 


(20 U.S.C. 425(b)(3), 20 U.S.C. 1087ee) 


§ 144.57 Cancellation for death or disabil- 
ity. 


(a) Death. Any defense or direct 
loan, and the interest thereon, will be 
canceled upon the death of the bor- 
rower. A determination as to whether 
cancellation is warranted must be 
made by the institution to whose fund 
*the borrower is indebted on the basis 
of a certificate of death or other offi- 
cial proof that is conclusive under 
State law. 

(b) Permanent and total disability. 
Any defense or direct loan, and the in- 
terest thereon, will be canceied if the 
borrower becomes permanently and 
totally disabled after receiving the 
loan. A determination as to whether 
cancellation is warranted must be 
mac. by the lending institution on the 
basis of medical evidence supplied by 
the borrower or his or her representa- 
tive. 

(c) ‘Permanent and total disability” 
means the inability to work and earn 
money because of a medically deter- 
minable impairment, if that impair- 
ment is expected to continue for an in- 
definite period of time, or to result in 
death. 

(d) No Federal reimbursement. No 
Federal reimbursement will be made 


to an institution for cancellation of 
loans under this section. 

(e) This section applies retroactively 
to all defense and direct loans when- 
ever made. 


(20 U.S.C. 425 and 1087dd and section 
130(g)(2) of the Education Amendments of 
1976, Pub. L. 94-482.) 


§ 144.58 Cancellation provision not retro- 
active—No refund. : 


(a) No portion of any loan made 
under this part may be canceled for 
services performed by a borrower 
before the date of execution of the 
ioan note. 

(b) No repayment may be refunded 
unless the repayment was made as a 
result of an institutional error. 


(20 U.S.C, 425, 1087ee) 


§ 144.59 Reimbursement by the Commis- 
sioner of amounts canceled. 


(a) For each award year the Com- 
missioner will pay to each institution 
its share of the interest which has 
been prevented from accruing and the 
portion of the principal which has 
been canceled on defense loans under 
§§ 144.53 and 144.56(a). 

The institution’s share of canceled 
principal and interest will be calculat- 
ed by dividing the total amount of the 
institution’s capital contributions to 
its fund by the sum of the institution’s 
capital contributions and the Federal 
capital contributions ‘to that fund. 


(20 U.S.C. 428) 


(b) For direct loans, for each award 
year the Commissioner will pay to 
each institution, for deposit into its 
fund, an amount equal to the amount 
of principal and interest thereon 
which has been canceled from its stu- 
dent loan fund for that year under 
§§ 144.54, 144.55, and 144.56(b). 


(20 U.S.C. 1087ee) 


Subpart E—Loans to Institutions for 
Institutional Capital Contributions 


§ 144.61 Institutional loans. 


(a) The Commissioner may lend 
money to an institution with which he 
has an agreement under § 144.8 to help 
that institution pay its ‘institutional 
capital contribution’”’ to its Student 
Loan Fund if the Commissioner deter- 
mines that the institution cannot 
borrow those funds from non-Federal 
sources upon terms and conditions 
which are reasonable and consistent 
with the purposes of this part. 

(b) Loans under this section will 
bear interest at a rate which the Com- 
missioner determines to be adequate 
to cover: 

(1) The cost of the funds to the 
Treasury as determined by the Secre- 
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tary of the Treasury after considering 
the current average yields of outstand- 
ing marketable obligations of the 
United States having maturities com- 
parable to the maturities of loans 
made by the Commissioner under this 
section; 

(2) The cost of administering this 
section; and 

(3) Probable loss. 

(c) The Commissioner will determine 
the maturity period of the loan. How- 
ever, that period may not exceed 15 
years. 


(20 U.S.C. 427.) 


§ 144.62 Application. 


(a) Any institution requesting a loan 
must file an application with the Com- 
missioner before the established clos- 
ing date for those applications. 

The application must be in the form 
prescribed by the Commissioner and 
contain the following information: 

(1) The amount of institutional capi- 
tal contribution needed to match the 
institution’s Federal capital contribu- 
tion for the award year; 

(2) The steps taken by the institu- 
tion to obtain loan funds from non- 
Federal sources including the names 
of and addresses of the banks or other 
lenders contacted; 

(3) A description of the best terms 
available to the institution from non- 
Federal sources for borrowing such 
funds, including the interest rate, du- 
ration of repayment, and the collater- 
al or security required; and 

(4) If non-Federal sources were not 
contacted, an explanation why non- 
Federal sources were not contacted. 

(b) The application must be signed 
by the official authorized to submit 
the application and include the name 
of the individual or official who will be 
responsible for carrying out the pro- 
gram. Unless otherwise indicated in 
the application, the former individual 
or official will be considered the indi- 
vidual or official to whom communica- 
tions should be directed, who is re- 
sponsible for the receipt, custody, and 
disbursement of Federal funds, and 
who has ultimate responsibility to ac- 
count for those Federal funds. 


(20 U.S.C. 427.) 


§ 144.63 Allocation of Federal institution- 
al loans. 


(a) If the amount of funds available 
to make institutional loans under this 
subpart for any award year is less than 
the amount approved for institutions 
for that year, the Commissioner will 
allocate the available funds among all 
approved requests in the same ratio as 
the amount of each approved request 
bears to the sum of all approved re- 
quests. 

(b) If an institution fails to accept 
all of the funds that would otherwise 
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be lent to it, the Commissioner will 
reallocate the unaccepted funds to 
other institutions if the amount of un- 
accepted funds is sufficent to increase 
significantly the size of the loans to 
other institutions. 


(20 U.S.C, 427.) 


§ 144.64 Federal institutional loan agree- 
ments. 


An institutional capital contribution 
loan must be evidenced by a promisso- 
ry note executed by an official who is 
authorized to execute notes on behalf 
of the borrowing institution. The note 
will contain provisions to carry out the 
purposes of this subpart. 


(20 U.S.C. 427.) 
APPENDIX A 


Allotment of funds to States for fiscal year 
1972 


Alabama 
Alaska 
Arizona ° 
icin cciccoucecovkisevasesccatdaiacdevesoncencecne 
California 

Colorado 
Connecticut 
Delaware 
District of Columbia 
Florida 
Georgia 
Hawaii 
Idaho 
Tilinois 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota.... 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 
New Hampshire 
New Jersey 
New Mexico.... 


$4,329,888 
143,019 
3,025,951 
2,457,919 
30,963,291 
4,163,216 
3,790,537 
663,468 
2,167,676 
7,872,683 
4,919,990 
1,137,046 
1,220,847 
14,264,322 
7,496,071 
5,075,628 
4,125,849 
4,117,819 
4,863,504 
1,175,287 
4,453,186 
10,510,277 
12,724,387 
6,340,123 
3,292,103 
6,686,416 
1,233,084 
2,719,537 
443,641 
1,228,222 
5,036,568 
1,570.800 
23,755,497 
6,796.494 
1,339,610 
13,598,996 
4,489,951 
3,944,044 
14,293,876 
1,501,312 
2,631,093 
1,322,457 
5,330,199 
15,388,640 
2,976,511 
901,213 
4,928,348 
5,811,589 
2,695,336 
7,300,992 
578,575 
19,503 
50,368 
2,114,959 
18,082 





















































North Carolina 
North Dakota. 
Ohio 
Oklahoma 














Pennsylvania.. 
Rhode Island 
South Carolina.. 
South Dakota.... 
Tennessee 
Texas 
Utah 
Vermont ; 
I SERRE acc abvscesnciibinsicecinstsesezenenescasieatioes 
Washington 
West Virginia 
Wisconsin 
Wyoming..... 
Canal Zone 
Guam 
Puerto Rico. 
Virgin Islands 

















Total 286,000,000 
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APPENDIX B—PRoOMISSORY NOTE 
NATIONAL DIRECT STUDENT LOAN PROGRAM 


(Bracketed clause may be included at option 
of institution) 





Z, 
promise to pay to ’ 
(hereinafter called the Lending Institution) 
located at , the 
sum of the amounts that are advanced to 
me and endorsed in the Schedule of Ad- 
vances set forth below [together with all at- 
torney’s fees and other costs and charges 
necessary for the collection of any amount 
not paid when due]. 

I further understand and agree that: 








GENERAL 


I. All sums advanced under this note are 
drawn from a fund created under Part E of 
Title IV of the Higher Education Act of 
1965, hereinafter called the Act, and are 
subject to the Act and the Federal Regula- 
tions issued under the Act. The terms of 
this note must be interpreted in accordance 
with the Act and Federal Regulations, 
copies of which are to be kept by the Lend- 
ing Institution. 


REPAYMENT 


II. (1) Interest shall accrue from the be- 
ginning of the repayment period and shall 
be at the rate of 3 per centum per year on 
the unpaid balance except that no interest 
shall accrue during any period described in 
paragraph III (3). 


(Bracketed clause must be included if the 
institution uses paragraph II 3)) 


(2) [Except as provided in paragraph II 
(3)] I promise to repay the principal and the 
interest which accrues on it over a period 
beginning 9 months after the date on which 
I cease to be at least a half-time student at 
an institution of higher education or at a 
comparable institution outside the United 
States approved for this purpose by the 
United States Commissioner of Education 
(hereinafter called the Commissioner), and 
ending, unless paragraph III (3) applies, 10 
years later. I may however request that the 
payment period start on an earlier date. I 
promise to repay the principal and interest 
over the course of the repayment period in 
equal monthly, bimonthly or quarterly in- 
stallments, as determined by the Lending 
Institution, except that, if I request, pay- 
ments may be made in graduated install- 
ments determined in accordance with sched- 
ules approved by the Lending Institution 
and the Commissioner. In either case, a 
schedule of repayment shall be attached to 
and made part of this note. 


(Bracketed paragraph may be included at 
option of institution) 


{(3) If the repayment schedule that would 
otherwise be established in accordance with 
paragraph II(2) provides for payments of 
principal and interest at a rate of less than 
$30 per month, I shall repay the total 
amount of this loan plus the interest there- 
on at the rate of $30 per month, which shall 
include repayment of principal and interest. 
In the event I receive or have received Na- 
tional Direct or Defense Student Loans 
from other lending institutions, I shall 
repay this note at a monthly rate equal to 
not less than the amount by which $30 ex- 
ceeds the total monthly rate of principal 
and interest repaid on the other loans. A 


. 165—THURSDAY, AUGUST 24, 1978 





37924 


schedule of repayment will be attached to 
and made part of this note. The Lending In- 
stitution may permit me to pay less than 
the rate of $30 per month for a period of 
not more than one year where necessary to 
avoid hardship to me unless that action 
would extend the repayment period in para- 
graph 2 of this article.] 

III. This note is also subject to the follow- 
ing conditions: 


PREPAYMENT 


(1) I may at my option and without penal- 
ty prepay all or any part of the principal, 
plus the accrued interest thereon, at any 
time. 


DEFAULT 


(2) If I fail to meet a scheduled repay- 
ment of any of the installments due on this 
note, the entire unpaid indebtedness includ- 
ing interest due and accrued thereon, plus 
any applicable penalty charges, will at the 
option of the Lending Institution, become 
immediately due and payable. 


DEFERMENT 


Interest will not accure, and installments 
need not be paid (A) while I am enrolled 
and in attendance as at least a half-time stu- 
dent at an institution of higher education or 
at a comparable institution outside the 
United States approved for this purpose by 
the Commission, or (B) for a period not in 
excess of 3 years during which I am (i) on 
full-time active duty as a member of the 
Armed Forces of the United States (Army, 
Navy, Air Force, Marine Corps, or Coast 
Guard), (ii) in service as a Volunteer under 
the Peace Corps Act, or (iii) a VISTA volun- 
teer under Title I—Part A of the domestic 
Service Act of 1973, P.L. 93-113, (formerly 
Title VIII of the Economic Opportunity Act 
of 1964). 

The Lending Institution may, upon my 
application, defer or reduce any scheduled 
repayments if, in the opinion of the Lending 
Institution, extraordinary circumstances 
such as prolonged illness or unemployment, 
prevent me from making such payments. 
However, interest will continue to accure. 


CANCELLATION FOR TEACHING 


(4) I am entitled to have the entire 
amount of this loan plus the interest there- 
on cancelled if I undertake service (A) as a 
full-time teacher in a public or other non- 
profit elementary or secondary school 
which is in a school district of a local educa- 
tional agency which is eligible for funds 
under Title I of the Elementary and Sec- 
ondary Education Act of 1965 and which 
has been designated by the Commissioner in 
accordance with the provisions of Section 
465(a)(2) of the Higher Education Act as a 
school with a high enrollment of students 
from low-income families, or (B) as a full- 
time teacher of handicapped children (in- 
cluding mentally retarded, hard of hearing, 
deaf, speech impaired, visually handicapped, 
seriously emotionally disturbed, or other 
health-impaired children who by reason 
thereof require special education) in a 
public or other nonprofit elementary or sec- 
ondary school system. 

This loan will be cancelled at the follow- 
ing rates: 15 per centum of the total princi- 
pal amount of the loan plus interest thereon 
will be cancelled for the first and second 
complete academic years of that teaching 
service; and 20 per centum of the total prin- 


RULES AND REGULATIONS 


cipal amount plus interest thereon for the 
third and fourth complete academic years 
of that teaching service; and 30 per centum 
of the total principal amount plus interest 
thereon for the fifth complete academic 
year of that teaching service. 


HEAD START CANCELLATION 


(5) I am entitled to have the entire 
amount of this loan plus the interest there- 
on canceled if I undertake service as a full- 
time staff member in a preschool program 
carried on under section 222(a)(1) of the 
Economic Opportunity Act of 1964 (Head 
Start) if that Head Start program is operat- 
ed for a period which is comparable to a full 
school year in the locality, and if my salary 
is not more than the salary of a comparable 
employee of the local educational agency. 
Cancellation will be at the rate of 15 per 
centum of the total principal amount pilus 
the interest thereon for each complete 
school year or the equivalent of service in a 
Head Start program. 


MILITARY CANCELLATION 


(6) If I serve as a member of the Armed 
Forces of the United States, up to 50 per 
centum of the principal amount of this loan 
plus the interest thereon will be canceled at 
the rate of 12% per centum of the total 
principal amount of the loan plus interest 
thercon for each complete year of service in 
an area of hostilities that qualifies for spe- 
cial pay under section 310 of title 37 of the 
United States Code. 


DEATH AND DISABILITY CANCELLATION 


(7) If I should die or become permanently 
and totally disabled, the entire amount of 
this loan plus the interest thereon shall be 
canceled. 


ADDRESS CHANGE 


(8) I am responsible for informing 
the Lending Institution of any change 
or changes in my address. 


PENALTY CHARGE 


(Bracketed paragraph may be included at 
option of institution) 


{(9) If i fail to make timely payment of all 
or any part of a scheduled installment, or if 
I am eligible for deferment or cancellation 
of payment (pursuant to paragraphs III (3), 
(4), (5), or (6)), but fail to submit timely and 
satisfactory evidence thereof, I promise to 
pay the charge assessed against me by the 
Lending Institution. No charge may exceed 
(1) where the loan is repayable in monthly 
installments, $1 for the first month or part 
of a month by which the installment or evi- 
dence is late, and $2 for each month or part 
of a month thereafter; or (2) in the case of a 
loan which is repayable in bimonthly or 


¥ 


quarterly installments, $3 and $6, respec- 
tively, for each installment interval or part 
thereof by which the installment or evi- 
dence is late. If the Lending Institution 
elects to add the assessed charge to the out- 
standing principal of the loan, it must so 
inform me before the due date of the next 
installment.] 
ASSIGNMENT 


IV. This note may be assigned by the 
Lending Institution only (A) to another in- 
stitution upon my transfer to that institu- 
tion if that institution is participating in 
this program (or, if not so participating, is 
eligible to do so and is approved by the 
Commissioner for that purpose) or (B) to 
the United States if this note has been in 
default for 2 years. The provisions of this 
note that relate to the Lending Institution 
shail, where appropriate, relate to an assign- 
ee. 

PRIOR LOANS 


V. I hereby certify that I have listed below 
all of the National Direct Student Loans (or 
National Defense Student Loans) I have ob- 
tained at other institutions. (If no prior 
loans have been received state ‘‘None.’’) 


Schedule of national direct student loans 
and national defense student loans at 
other institutions 





Amount Date Institution 








VI. Schedule of advances 





Amount Date Signature of 


maker 








Signature 

Date——,19—— 

Permanent address 
(Street or Box Number, City, State, and Zip 
Code) 

Caveat—This note is to be executed with- 
out security and without endorsement, 
except that if I am a minor and this note 
would not, under the law of the State in 
which the Lending Institution is located, 
create a binding obligation, either security 
or endorsement may be required. The Lend- 
ing Institution shall supply a copy of this 
note to me. 

Signature of endorser 

, 19—— 

Permanent Address 
(Street or Box Number, City, State, and Zip 
Code) 


APPENDIX C.—Example for computing penalty charges—6 mo 





Jan. 2 


Feb.2 Mar. 2 


Apr.2 May 2 





June 2 Total per 


payment 





$1+$2 $3+$2 


I lac certanial chichaclastcbiasitadieahigadtie maf phcadaaadieltee 


5th past due 


1+2 








6th past due... 








Total, all payments 
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APPENDIX C.—Example for computing penalty charges—6 mo —Continued 





—— 


Jan.2  Feb.2 Mar.2 Apr.2 May2 June2 


Total per 
payment 





Bimonthly: 
ist past due 
2d past due 








3d past due 








Total, all payments 








Quarterly: 
1st past due 
2d past due 











Total, all payments 








Part 175 of title 45 of the Code of 
Federal Regulations is amended to 
read as follows: 


PART 175—COLLEGE WORK-STUDY 
AND JOB LOCATION AND DEVEL- 
OPMENT PROGRAM 


Subpart A—College Work-Study Program 


Sec. 

175.1 Purpose and objectives. 

175.2 Definitions. 

175.3 Allotment of Federal funds to States. 

175.4 Allocation, reallocation, and payment 
of funds to institutions. 

175.5 Institutional applications. 

175.6 Funding procedures. 

175.7 Application review and approval of 
request. 

175.8 Institutional agreement. 

175.9 Eligibility and selection of students. 

175.10 Special sessions. 

175.11 Cost of education. 

175.12 Expected family contribution. 

175.13 Approved need analysis systems. 

175.14 Coordination of student financial 
aid programs, award amount and 
overaward. 

175.15 Coordination with BIA grant. 

175.16 Payments to students. 

175.17 Federal interest in allocated funds. 

175.18 Use of funds. 

175.19 Fiscal procedures and records. 

175.20 Maintenance of effort. 

175.21 Transfer of funds. 

175.22 Program eligibility. 

175.23 Eligible employment. 

175.24 Establishment of wage rates. 

175.25 Earnings attributable to cost of edu- 
cation. 

175.26 Limitations on the Federal share of 
student compensaticn. 

175.27 Nature and source of institutional 
share of student compensation. 

175.28 Multi-institutional arrangements. 


Subpart B—Job Location and Development 
Program 


175.31 
175.32 
175.33 
175.34 


Purpose. 

Definition. 

Federal contribution. 

Allowable costs. 

175.35 Federal share of allowable costs. 

175.36 Institutional share of allowable 
costs. 

175.37 Multi-institutional job location and 
development programs and contractual 
arrangements with nonprofit organiza- 
tions. 


Sec. 

175.38 
175.39 
175.40 


General restrictions. 

Agreement. 

Maintenance of effort. 

175.41 Procedures and records. 

175.42 Termination and suspension. 

Appendix A Allotment of funds to States 
for fiscal year 1972. 

Appendix B Model off-campus agreement. 


AvTHORITY: Sec. 441-447 of Pub. L. 89-329, 
Title IV, 79 Stat. 1219, as amended (42 
U.S.C. 2751-2756a), unless otherwise noted. 


Subpart A—College Work-Study 
Program 


§ 175.1 Purpose and objectives. 


The purpose of the college work- 
study program is to stimulate and pro- 
mote the part-time employment of 
students who are in need of the earn- 
ings from that employment to meet 
their educational costs. 


(42 U.S.C. 2751-2756.) 


§175.2 Definitions. 


For the purposes of this part: 

“Academic year’ means a period of 
time generally of not less than 8 
months in which a full-time student 
weuld normally be expected to com- 
plete the equivalent of two semesters, 
two trimesters, three quarters, or 900 
clock hours of instruction. 

“Act” means title IV, part C of the 
Higher Education Act of 1965, as 
amended. 


(42 U.S.C. 2751-2756.) 


“Area vocational school’ means a 
school defined in section 195(2) of the 
Vocational Education Act of 1963 as 
amended. 


(20 U.S.C. 2461(2).) 


“Award year’? means the period of 
time between July 1 of one year and 
June 30 of the next year. 

“Basic educational opportunity 
grants program” or “basic grant pro- 
gram” means the program authorized 
by title IV-A, subpart 1 of the Higher 
Education Act of 1965, as amended. 


(20 U.S.C. 1070a.) 


“Campus-based programs” 
the national direct student 


means 
loan 
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(NDSL) (45 CFR part 144), college 


: work-study (CWS) (45 CFR part 175), 


and supplemental educational oppor- 
tunity grant (SEOG) (45 CFR part 
176) programs. 

“Clock hour” means a period of time 
which is the equivalent of (a) a 50- to 
60-minute class, lecture, or recitation, 
or (b) a 50- to 60-minute faculty super- 
vised laboratory, shop training, or in- 
ternship. 

“Commissioner” means the US. 
Commissioner of Education or his or 
her designee. 


(20 U.S.C. 1141(b).) 


“Dependent student” means a stu- 
dent who does not qualify as a “self- 
supporting or independent student.” 


(42 U.S.C. 2751-2756.) 


“Eligible institution” or “institu- 
tion” means an institution of higher 
education, an area vocational school, 
or a proprietary institution of higher 
education. 


(42 U.S.C. 2753(b).) 


“Eligible program” in a public or 
nonprofit college, university, junior 
college, community college, or voca- 
tional school, means a program of edu- 
cation or training which: 

(a) Admits as a regular student only 

(1) Persons having a certificate of 
graduation from a secondary school 
(high school graduates), or the recog- 
nized equivalent of that certificate, a 
general education development certifi- 
cate (GED), or 

(2) Persons beyond the age of com- 
pulsory school attendance in the State 
in which the institution is located who 
have the ability to benefit from the 
education or training offered, 

(b)(1) Leads to a bachelor’s, asso- 
ciate, professional, or higher degree, 
or 

(2) Is at least a 2-year program 
which is acceptable for full credit 
toward a bachelor’s degree, or 

(3) Leads to a certificate or degree, is 
at least 1 year in length, and prepares 
students for gainful employment in a 
recognized occupation. A l-year pro- 
gram of training is defined in the defi- 
nition of “institution of higher educa- 
tion.” 

“Eligible program” in a proprietary 
institution of higher education, means 
a program of training which: 

(a) Admits as a regular student only 
high school graduates, or GED recipi- 
ents, 

(b) Leads to a degree or certificate, 

(c) Prepares students for gainful em- 
ployment in a recognized occupation, 
and 

(d) Is at least a 6-month program as 
defined in the definition of “propri- 
etary institution of higher education.” 

“Expected family contribution of a 
dependent student” means the 
amount which reasonably may be ex- 
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pected from the student and his or her 
spouse and parents, to meet the stu- 
dent's cost of education. 

“Expected family contribution of an 
independent or self-supporting stu- 
dent” means the amount which rea- 
sonably may be expected from the stu- 
dent and his or her spouse to meet the 
student’s cost of education. 

“Financial need” means the differ- 
ence between a student’s cost of educa- 
tion and his or her expected family 
contribution. 

“Good standing” means the eligibil- 
ity of a student to continue in attend- 
ance in accordance with the standards 
and practices of the institution at 
which the student is enrolled. 

“Graduate or professional student” 
means, in general, a student who is en- 
rolled in an academic program of in- 
struction above the baccalaureate level 
which is provided at an institution of 
higher education. The term includes 
(a) that portion of any program in- 
volving a period of study beyond 4 
years of study at the college level, or 
(b) any portion of a program leading 
to (1) a degree beyond the bacheior’s 
or first professional degree, or (2) a 
first professional degree, when at least 
3 years of study at the college level are 
required for entrance into a program 
leading to that degree. 


(42 U.S.C. 2751-2756.) 


“Guaranteed student loan program” 
or “GSL program” means the student 
loan program authorized by title IV, 
part B of the Higher Education Act of 
1965. 


(20 U.S.C. 1071-1087-4.) 


“Halftime graduate student” means 
a graduate or professional student 
who is carrying any combination of 
courses, research, or special studies 
which, according to the standards and 
practices of the institution in which 
the student is enrolled, is considered 
at least halftime graduate study. 

“Halftime undergraduate student” 
means an undergraduate student who 
is carrying any combination of 
courses, research or special studies 
which the institution in which the stu- 
dent is enrolled considers at least half- 
time study. 

However, the course work and activi- 
ties must amount to the equivalent of 
a minimum of (a) 6 semester hours or 
6 quarter hours per academic term for 
institutions using standard semester, 
trimester, or quarter hours systems; 
(b) 12 semester hours or 18 quarter 
hours per academic year for institu- 
tions which measure progress in terms 
of credit hours but which do not use 
standard semester, trimester, or quar- 
ter systems; or (c) 12 clock-hours per 
week for institutions which use clock 
hours to measure progress. All stu- 
dents engaged in a program of study 
by correspondence which is offered as 
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requiring at least 12 hours of prepara- 
tion a week are considered halftime 
students for purposes of this part. 


(20 U.S.C. 1088(c)(2).) 


“Institution of higher education” 
means an educational institution in 
any State which 

(a) Admits as regular students only 
persons 

(1) Who have a certificate of gradua- 
tion from a schvol providing secondary 
education, or 

(2) Who have the recognized equiva- 
lent of that certificate, or 

(3) Who are beyond the age of com- 
pulsory school attendance in the State 
in which the institution is located and 
have the ability to benefit from the 
training offered by the institution; 

(b) Is legally authorized within that 
State to provide a program of educa- 
tion beyond secondary education; 

(c) Provides an educational program 
for which it awards a_ bachelor’s 
degree or provides not less than a 2- 
year program which is acceptable for 
full credit toward that degree; 

(dad) Is a public or other nonprofit in- 
stitution; and 

(e) (1) Is accredited by a nationally 
recognized accrediting agency or asso- 
ciation, or 

(2) In the case of a public institution 
offering postsecondary vocational edu- 
cation, is approved by a State approval 
agency recognized by the Commission- 
er as a reliable authority as to the 
quality of public postsecondary voca- 
tional education in that State, or 

(3) Is an institution with respect to 
which the Commissioner has deter- 
mined that there is satisfactory assur- 
ance, considering the resources availa- 
ble to the institution, the period of 
time, if any, during which it has oper- 
ated, the effort it is making to meet 
accreditation standards, and the pur- 
pose for which this determination is 
being made, that the institution will 
meet the accreditation standards of a 
nationally recognized accrediting 
agency or association within a reason- 
able time, or 

(4) Is an institution whose credits 
are accepted, on transfer, by not less 
than three institutions which are so 
accredited, for credit on the same basis 
as if transferred from an accredited in- 
stitution. 

The term “institution of higher edu- 
cation” also includes any school which 
provides not less than a l-year pro- 
gram of training to prepare students 
for gainful employment in a recog- 
nized occupation and which meets the 
provisions of paragraphs (a), (b), (d), 
and (e) of this definition. 

For purposes of this part a 1-year 
program of training for institutions 
using a standard semester, trimester, 
or quarter system means a program of 
at least 24 semester or trimester hours 


or 36 quarter hours. For institutions 
not using those standard terms, a 1- 
year program of training means a pro- 
gram of study in which a student will 
receive supervised training totaling at 
least 90@clock hours of instruction. 
The term “institution of higher edu- 
cation” also includes any proprietary 
institution of higher education which 
has an agreement with the Commis- 
sioner containing those terms and con- 
ditions the Commissioner determines 
to be necessary to insure that the 
availability of assistance to students at 
the school under this part has not re- 
sulted, and will not result, in an in- 
crease in tuition, fees or other charges. 


(20 U.S.C. 1087-1(b), 1088(b) and 1141(a).) 


“National direct student loan pro- 
gram” or ‘““NDSL program” means the 
student loan program authorized by 
title IV, part E of the Higher Educa- 
tion Act of 1965. 


(20 U.S.C. (1087 aa-ff).) 


“National of the United States’ 
means (a) a citizen of the United 
States, or (b) a person who, though 
not a citizen of the United States, 
owes permanent allegiance to the 
Uniied States. 


(8 U.S.C. 1101(a)(22),) 


“Nonprofit” as applied to a school, 
agency, organization, or institution, 
means a school, agency, organization, 
or institution owned and operated by 
one or more nonprofit corporations or 
associations no part of the net earn- 
ings of which benefits or may lawfully 
benefit any private shareholder or in- 
dividual. 


(20 U.S.C. 1141(c¢).) 


“Payment period” means a semester, 
trimester, or quarter; however, for in- 
stitutions which do not use those aca- 
demic terms, it is the period between 
the beginning and the midpoint or be- 
tween the midpoint and the end of an 
academic year. A payment period is 
not a payroll period, which occurs at 
least monthly under § 175.16. 

“Proprietary institution of higher 
education” means a school which 

(a) Provides not less than a 6-month 
program of training to prepare stu- 
dents for gainful employment in a rec- 
ognized occupation, 

(b) Admits as regular students only 
persons having a certificate of gradua- 
tion from a school providing secondary 
education or the recognized equivalent 
of such a certificate, 

(c) Is legally authorized by the State 
in which it is located to provide a pro- 
gram of education beyond secondary 
education, 

(d) Is accredited by a nationally rec- 
ognized accrediting agency or associ- 
ation approved by the Commissioner 
for this purpose, 
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(e) Is not a public or other nonprofit 
institution, and 

(f) Has been in existence for at least 
2 years. 

For purposes of this part a 6-month 
program of training for institutions 
using a standard semester, trimester, 
or quarter system means a program of 
at least 16 semester or trimester hours 
or 24 quarter hours. For institutions 
not using those standard terms, a 6- 
month program of training means a 
program of study, which does not in- 
clude study by correspondence, in 
which a student will receive supervised 
training totaling at least 600 clock 
hours of instruction, or, in the case of 
a program offered by correpondence, a 
program of study requiring at least 
600 hours of preparation. 


(20 U.S.C. 1088(b)(3).) 


“Self-supporting or independent stu- 
dent” means a student who: 

(a) Has not and will not be claimed 
as an exemption for Federal income 
tax purposes by any other person 
except his or her spouse for the calen- 
dar year(s) in which aid is received or 
the calendar year prior to the aca- 
demic year for which aid is requested; 

(b) Has not received and will not re- 
ceive financial assistance of more than 
$600 from his or her parent(s) in the 
calendar year(s) in which aid is re- 
ceived or the calendar year prior to 
the academic year for which aid is re- 
quested; and 

(c) Has not lived or will not live for 
more than 2 consecutive weeks in the 
home of a parent during any calendar 
year in which aid is received or the 
calendar year prior to the academic 
year for which aid is requested. 

For purposes of this paragraph, a 
student will not be considered to have 
been claimed as an exemption by a 
parent, or to have received $600 from 
a parent, or to have lived with a 
parent if that parent has died prior to 
the student's submission of an applica- 
tion for employment under the college 
work-study program, and if no person, 
other than the student’s spouse, pro- 
vides or will provide more than one- 
half of the student’s support for the 
first calendar year in which assistance 
is requested. 


(42 U.S.C. 2751-2756.) 


“State” means, in addition to the 
several States of the Union, the Dis- 
trict of Columbia, the Commonwealth 
of Puerto Rico, Guam, American 
Samoa, the Trust Territory of the Pa- 
cific Islands, the Virgin Islands, and 
the Northern Mariana Islands. 


(20 U.S.C. 1141(b); 20 U.S.C. 1088(a).) 


“Supplemental educational opportu- 
nity grant program” or “SEOG pro- 
gram” means the grant program au- 
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thorized by title IV, part A, subpart 2 
of the Higher Education Act of 1965. 


(20 U.S.C. 1070b.) 
(42 U.S.C. 2751-2756, 
noted.) 


unless otherwise 


§ 175.3 Allotment 
States. 

(a) Initial allotments. From sums ap- 
propriated to carry out this part for a 
fiscal year, a sum not to exceed 2 per- 
cent of that appropriation will be al- 
lotted in accordance’ with section 
442(a) of the Act. To compute this al- 
lotment, the Commissioner will use in- 
formation for the most recent year for 
which satisfactory data are available 
to him. 


(42 U.S.C. 2752.) 


(b) (1) Initial allotment to States. 
Ninety percent of the sums remaining 
after the allotment of funds under 
paragraph (a) of this section will be al- 
lotted as'set forth in section 442(b) of 
the Act. 

(2) If the amount allotted to any 
State under subparagraph (1) of this 
paragraph is less than its allotment 
for fiscal year 1972, additional sums 
will be allotted to that State from the 
sums remaining to make its allotment 
for that year equal to its allotment for 
fiscal year 1972. (See appendix A for 
the amounts allotted to each State for 
fiscal year 1972.) If the funds available 
are insufficient to meet that level, the 
Commissioner will instead allot the re- 
maining sums so that no State will re- 
ceive less than a uniform minimum 
percentage of its fiscal year 1972 allot- 
ment. 

(3) The Commissioner will allot the 
sums remaining, if any, after the allot- 
ment of funds under paragraph (a) of 
this section and subparagraphs (1) and 
(2) of this paragraph, to those State(s) 
which received the lowest percentage 
of approved requests for funds as a 
result of the allotment under subpara- 
graphs (1) and (2) of this paragraph so 
that no State will receive iess than a 
uniform minimum percentage of its 
total approved requests for funds. 


(42 U.S.C. 2752.) 


(c) Amounts to be transferred to the 
State student financial assistance 
training program. (1) The Commis- 
sioner may transfer an amount equal 
to 0.05 percent of each State’s initial 
allotment, as determined under para- 
graphs (a) and (b) of this section, or 
$10,000, whichever is less, to that 
State under the State student finan- 
cial assistance training program au- 
thorized under section 493C of the 
Higher Education Act of 1965, if the 
State has submitted an approved ap- 
plication. 

(2) Funds reserved for transfer to 
the State student financial assistance 
training program which have not been 


of Federal funds to 
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granted to the appropriate agency by 
the end of the fiscal year for which 
appropriated will be returned to that 
State’s allotment under the college 
work-study program and may be allo- 
cated on an equitable basis to one or 
more institutions in that State. 


(20 U.S.C. 1088b-3.) 


(d) Reallotment. The amount of any 
State’s allotment which has not been 
granted to any institution at the end 
of the fiscal year for which appropri- 
ated or which has not been trans- 
ferred to carry out the State student 
financial assistance training program 
will be reallotted by the Commissioner 
to those remaining States which re- 
ceived the lowest percentage of ap- 
proved requests for funds under para- 
graphs (b) and (ce) of this section in 
such a manner that no State will re- 
ceive less than a uniform minimum 
percentage of its total approved re- 
quests for funds. 

(e) For purposes of paragraphs (b) 
and (d) of this section, the term 
“State’’ does not include Puerto Rico, 
Guam, American Samoa, the Trust 
Territory of the Pacific Islands, and 
the Virgin Islands. 


(42 U.S.C. 2752.) 


§ 175.4. Allocation, reallocation, and pay- 
ment of funds to institutions. 


(a) Allocation of funds to institu- 
tions. When funds available for distri- 
bution among institutions within a 
State are not sufficient to honor all 
approved requests of institutions 
within that State, the sums that are 
available will be distributed on a pro 
rata basis among all institutional ap- 
plicants in the State in the same ratio 
that the total funds available for the 
State, including any _ reapportion- 
ments, bears to the total approved re- 
quests for that State. 

(ob) Reallocation of funds. Funds al- 
located to an institution which the in- 
stitution anticipates will not be used 
by the end of the period for which the 
funds were made available may be 
reallocated on an equitable basis to 
other institutions in that State. 

(c) Payment of funds. Funds will be 
made available for a specific period of 
time as determined by the Commis- 
sioner and may be payable in advance 
or by way of reimbursement on the 
basis of substantiated need and period- 
ic fiscal reports submitted by the insti- 
tution. 


(42 U.S.C. 2756.) 


§ 175.5 Institutional applications. 

(a) Definitions. For purposes of this 
section and § 175.6— 

(1) “Base year’ means the 12-month 
period ending on the June 30 preced- 
ing the closing date for filing the ap- 
plication; 
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(2) “Prior year” means the 12-month 
period preceding the base year; 

(3) “Current year” means the 12- 
month period ending on the June 30 
immediately following the closing date 
for filing the application; 

(4) “Request year’ means the 12- 
month period beginning on the July 1 
immediately following the closing date 
for filing the application; and 

(5) “Enrollment factor” means— 

(i) For an institution which typically 
admits most new students in the fall, 
the factor obtained by dividing the fall 
enroliment for the current year by the 
fall enrollment for the base year; or 

(ii) For an institution which does not 
typically admit most new students in 
the fall, the factor obtained by divid- 
ing the total enrollment for the base 
year by the total enrollment for the 
prior year. 

(b)(1) If an institution wishes to par- 
ticipate in any of the campus-based 
programs, it must file an application 
wth the Commissioner before an an- 
nually established closing date. That 
application must be filed in the form 
prescribed by the Commissioner and 
must contain the information needed 
by the Commissioner to carry out the 
evaluation specified in § 175.6. The ap- 
plication must also contain the infor- 
mation needed to determine whether 
the institution is in compliance with 
the maintenance of effort require- 
ments set forth in § 175.20. 

(2) The application must be signed 
by the official authorized to submit 
the application and must contain the 
names of the institution’s Director of 
Student Financial Aid and of the indi- 
vidual who will be responsible for the 
receipt, custody, and disbursement of 
Federal funds. The application must 
also contain the following enrollment 
information: 

(i) For an institution which typically 
admits most new students in the fall, 
the opening fall enrollment for the 
current year and for the base year. In 
addition, if its enrol’ment factor ex- 
ceeds 1.20, a projection of the opening 
fall enrollment for the request year 
and an explanation of that projection; 

(ii) If an institution which typically 
admits most new students in the fall 
was not in existence during the base 
year, its opening fall enrollment for 
the current year plus a projection of 
its opening fall enrollment for the re- 
quest year and an explanation of that 
projection; 

(iii) For an institution which does 
typically admit most new studends in 
the fall, the total enrollment for the 
base year and the prior year. In addi- 
tion, if its enrollment factor exceeds 
1.20, projections of the total enroll- 
ment for the current year and the re- 
quest year and an explanation of 
those projections; 
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(iv) If an institution which does not 
typically admit most new students in 
the fall was not in existence during 
either the base year or the prior year, 
its actual total enrollment for the 
year, if any, during which it was in ex- 
istence, plus a projection of its total 
enrollments for the current and re- 
quest years and an explanation of that 
projection. 

(c) Augmentation requests. If an in- 
stitution makes an augmentation re- 
quest as described in § 175.6(e), it must 
submit additional narrative informa- 
tion justifying its request. 

(d) Correspondence schools. An ap- 
plication submitted by an institution 
offering only a program of study by 
correspondence (a) “correspondence 
school’”’ must set forth, in addition to 
the information required by para- 
graph (b) of this section, (1) the 
number of students that have expect- 
ed family contributions that are less 
than their costs of education in the 
current year and (2) the amount of 
basic grant funds which these students 
are entitled to receive for the current 
year. Those expected family contribu- 
tions must be based on a need analysis 
of individual students performed in ac- 
cordance with the standards and pro- 
cedures used by need analysis systems 
approved under § 175.13. 


(42 U.S.C. 2756.) 


§ 175.6 Funding procedures. 


(a) Definitions. For purposes of this 
section— 

(1) “Aggregate request” means the 
sum of the institution’s requests for 
the request year for— 

(i) Federal funds under the CWS 
and SEOG programs and 

(ii) an approved level of expenditure 
(“level of lending’) under the NDSL 
program; and 

(2) ‘Funds available’’ means— 

(i) With respect to the CWS or 
SEOG program, the amount of Feder- 
al funds granted the institution for its 
expenditure under that program 
during any award year, and 

(ii) With respect to the NDSL pro- 
gram, the sum of the Federal capital 
contribution (FCC) granted the insti- 
tution for any award year, plus an 
amount equal to one-ninth of that 
FCC, plus the amount of funds re- 
ceived by the institution as repay- 
ments from borrowers or as other 
income of its Fund for that award 
year, plus the cash balance in its Fund 
on July 1 of that award year. 

(b) General. (1) The Commissioner 
will evaluate an application according 
to the procedures in paragraphs (c), 
(d), and (e) of this section to deter- 
mine whether the institution’s aggre- 
gate request is reasonably necessary to 
meet the needs of its students who are 
eligible for aid under the campus- 
based programs. 


(2) The Commissioner will further 
review each application to determine 
whether the institution has made ef- 
fective provisions to carry out the re- 
quirements of each of the campus- 
based programs for which it applies. 
In making that determination, the 
Commissioner will consider 

(i) The institution’s previous experi- 
ence in administering each program, 

(ii) The number, experience, and 
qualifications of the personnel chosen 
to administer the program, 

(iii) The administrative arrange- 
ments the institution has made to 
comply with the requirements of 
§ 175.14 concerning coordination of 
programs and § 175.19 concerning sep- 
aration of functions (and subpart C in 
the NDSL regulations (45 CFR part 
144) concerning due diligence), and 

(iv) Whether the institution has 
spent all the funds available to it 
under the campus-based programs 
during the base year and can be ex- 
pected to spend all the funds available 
to it under those programs during the 
current year. 

(c) Institutions not receiving funds 
in the base year. (1) If an institution 
did not have funds available to it in 
any of the campus-based programs 
during the base year, the aggregate of 
its approved requests for those pro- 
grams may not exceed the average ex- 
penditure per enrolled student during 
the base year at comparable institu- 
tions in the same area times an infla- 
tion factor of 1.12 times the applicant 
institution’s approved projected en- 
rollment as defined in subparagraph 
(2) or (3) of this paragraph. 

(2)G) If an _ institution typically 
admits most of its new students in the 
fall, the Commissioner will calculate 
its approved projected enrollment for 
the request year by multiplying its 
opening fall enrollment in the current 
year by its enrollment factor, if that 
factor does not exceed 1.20. 

(ii) If an institution does not typical- 
ly admit most new students in the fall, 
the Commissioner will calculate its ap- 
proved projected enrollment for the 
request year by multiplying its annual 
enrollment for the base year by the 
square of its enrollment factor, if that 
factor does not exceed 1.20. ; 

(3) If an enrollment factor cannot be 
calculated for an institution because it 
was not in existence during one of the 
years used for calculation, or if an in- 
stitution’s enrollment factor is greater 
than 1.20, the Commissioner will 
evaluate the reasonableness of the in- 
stitution’s justification of its projected 
enrollment. 


(4) If an institution applies for funds 
under the CWS program, the Commis- 
sioner will further evaluate the insti- 
tution’s request for that program in 
terms of 
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(i) The reasonableness of the 
number of students to be employed in 
relation to the projected enrollment of 
the institution, and 

(ii) The institution’s ability to place 
its students in eligible jobs. 

(5) The Commissioner will evaluate 
whether the methods used by a corre- 
spondence school in preparing the in- 
formation required by §175.5(c) were 
soundiy conceived and the source ma- 
terials used were appropriate and reli- 
able. Based on this evaluation, the 
Commissioner will either approve the 
institution’s request or reduce it ac- 
cordingly. 

(d) Institutions with  base-year 
funds, base amounts. If an institution 
had funds available to it in the base 
year, its request for funds will be eval- 
uated in the following manner: 

(1) The institution establishes a base 
amount by choosing its first or second 
formula limit or an amount less than 
the lower of those figures. 

(2) The institution’s first formula 
limit is the product of its enrollment 
factor times . 

(i) An inflation factor of 1.12 times 

(ii) The sum of its expenditures for 
the campus-based programs during the 
base year. 

(3) The institution’s second formula 
limit is the product of its enrollment 
factor times 


(i) An inflation factor of 1.06 times 
(ii) The sum of the products ob- 


tained by multiplying the amount of 


funds available to the institution in 
each of the campus-based programs 
during the current year by the projec- 
tion rate for that program. 


(4) The projection rate referred to in 
subparagraph (3) of this paragraph is 
the rate obtained by dividing the insti- 
tution’s expenditures in the base year 
in each of the campus-based programs 
by the total funds available to it in 
each program for that year. (For the 
CWS and SEOG programs this is the 
utilization rate reported on the annual 
fiscal operations report for those pro- 
grams.) 


(5) After the institution establishes 
its base amount, it may distribute that 
amount among the campus-based pro- 
grams as it chooses. However, if it allo- 
cates to any program an amount great- 
er than 110 percent of that program’s 
share of the base amount, the amount- 
in excess of 110 percent will be evalu- 
ated as an augmentation request in ac- 
cordance with paragraph (e) of this 
section. 


(6) The procedures described in sub- 
paragraphs (1) through (5) of this 
paragraph are represented in the fol- 
lowing table. - 
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(7) If (i) the institution chooses its 
first formula limit as its base amount 
or (ii) it chooses its second formula 
limit as its base amount and that 
amount is not more than 130 percent 
of its first formula limit, the Commis- 
sioner will approve that base amount. 
However, the Commissioner will not 
approve that amount if there is evi- 
dence in program reviews, audits, 
fiscal operations reports, or applica- 
tions filed by the institution, that the 
institution has not complied with the 
requirements of the programs for 
which it is applying. The institution’s 
failure to file required reports in an 
acceptable form and in a timely 
manner may be viewed as a failure to 
comply with program requirements. 

(8)4i) If the institution’s base 
amount exceeds 130 percent of its first 
formula limit, the Commissioner will 
review the institution’s expenditure 
and commitment of funds during the 
current year to determine whether it 
is reasonable to expect that the insti- 
tution will spend the amounts project- 
ed under subparagraph (3)(ii) of this 
paragraph for each program. 

(ii) If the Commissioner determines 
that the projected expenditures are 
unreasonably large, an appropriate 
downward adjustment will be made. 

(e) Institutions with base year funds; 
augmentation requests. 

(1) If the institution’s aggregate re- 
quest exceeds its base amount, or if its 
request in any program exceeds 110 
percent of that program’s share of its 
base amount, the amount in excess of 
that limit will be considered to be an 
“augmentation request” and will be 
evaluated by the Commissioner sepa- 
rately from the _ institution’s base 
amount. For each program, the Com- 
missioner will approve or disapprove 
any augmentation request in its en- 
‘tirety. 

(2) The Commissioner will approve 
an augmentation request only if it is 
based on exceptional circumstances 
which make an institution’s need for 
additional funding greater than and 
different from that of other institu- 
tions in its State. In deciding whether 
this condition has been met, the Com- 
missicner will review the request to de- 
termine whether (i) the procedures 
used by the institution to calculate the 
aggregate amount of funds needed by 
its students were soundly conceived, 
(ii) the data used are verifiable, and 
(iii) the procedure and data justify the 
request. 

(3) The Commissioner will not ap- 
prove an augmentation request for 
any program if the projection rate de- 
scribed in paragraph (d)(4) of this sec- 
tion is less than 90 percent unless the 
institution can justify the low rate. 

(4) The Commissioner will not ap- 
prove an augmentation request for 
any program if the institution re- 
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quests, as part of its base amount, an 
amount which is less than that pro- 
gram’s share of the base amount. 


(42 U.S.C. 2756.) 


§ 175.7 Application review and approval of 
request. 

(a)(1) The Commissioner will con- 
vene panels of qualified persons in 
each of the regions served by regional 
offices of the Office of Education to 
review applications submitted under 
this part by instituticns situated in 
those regions. The review panel will 
evaluate each institution’s request for 
funds in accordance with the criteria 
set forth in § 175.6 and recommend an 
amount which it considers appropri- 
ate. 

(2) No panelist may review an appli- 
cation from the panelist’s own institu- 
tion, or any application from any 
other institution which the panelist 
has prepared or assisted in preparing 
or in which he or she has any personal 
or financial interest. 

(b) Institutions which file applica- 
tions for funding under this part will 
be notified of the amount recommend- 
ed by the review panel. If the amount 
recommended is less than the institu- 
ticn’s request, the reasons for the re- 
duction will be forwarded. The region- 
al office staff will adjust the recom- 
mendation to correct arithmetic or 
technical errors that are brought to 
their attention. 

(c)(1) If an institution wishes to re- 
quest a review of the panel’s recom- 
mendation for other than arithmetic 
and technical errors it must submit a 
written request for that review to the 
regional office within the time speci- 
fied by the Commissioner. The request 
for review may include additional in- 
formation relevant to the recommen- 
dation. The regional office will review 
the requests and will notify the insti- 
tution in writing of its recommenda- 
tion and the reasons therefor. 

(2) The institution may reply to the 
regional office’s decision if it believes 
that the reasons used by the regional 
office in arriving at its decision were 
wrong. The regional office will re- 
spond to the institution’s reply indi- 
cating its agreement or disagreement 
with the institution’s statement. 

(d)(1) If an institution wishes a 
review of the regional office recom- 
mendation, it may request a review by 
a national review panel. The national 
review panel will consist of institution- 
al student financial aid officers from 
each of the regions and personnel of 
the Office of Education. 

(2) A request for national review 
must be submitted in writing by the 
institution to the regional office 
within the time specified by the Com- 
missioner. However, no additional in- 
formation beyond that given to the re- 
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gional office by the institution will be 
considered. 

(3) The national review panel will 
review the request and notify the in- 
stitution and the Commissioner of its 
recommendation and the _ reasons 
therefor. 

(e) The Commissioner will establish 
an approved level of funding (ap- 
proved request) for each applicant in- 
stitution taking into consideration the 
recommendation of the relevant panel 
or regional office. 


(42 U.S.C. 2756.) 


§ 175.8 Institutional agreement. 


(a) To participate in the CWS pro- 
gram, an institution of higher educa- 
tion must enter into an agreement 
with the Commissioner for that pur- 
pose. The agreement must include any 
provisions the Commissioner considers 
appropriate to carry out the CWS pro- 
gram. Specifically, the agreement 
must provide: 

(1) For the operation by the institu- 
tion of a program for the part-time 
employment of its students in work 
for the institution itself (except in the 
case of a proprietary institution of 
higher education) or work in the 
public interest for a Federal, State, or 
local public agency or private nonprof- 
it organization under an arrangement 
between the _ institution and the 
agency or organization. That work: 

(i) Must not result in the displace- 
ment of employed workers or impair 
existing contracts for services; 

(ii) Must be governed by conditions 
of employment that will be appropri- 
ate and reasonable in light of such fac- 
tors as type of work performed, geo- 
graphical region, and proficiency of 
the employee; and 

(iii) Must not involve the construc- 
tion, operation, or maintenance of so 
much of any facility as is used or is to 
be used for sectarian instruction or as 
a place for religious worship; 

(2) That CWS funds will be used 
solely for the purposes specified in, 
and in accordance with, the provisions 
of this part; 

(3) That in the selection of students 
for CWS employment, preference will 
be given to students with the greatest 
financial need taking into account 
grant assistance provided the student 
from any public or private sources; 

(4) That employment will be 
nished only to a student who— 

(i) Has financial need; 

(ii) Shows evidence of academic or 
creative promise and capability of 
maintaining good standing in his or 
her course of study while employed: 
and 

(iii) Has been accepted for enroll- 
ment at the institution as at least a 
half-time student or, in the case of a 
student already enrolled in and at- 


fur- 
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tending the institution, is in good 
standing and in attendance there as at 
least a half-time student; 

(5) That the institution will comply 
with § 175.20 relating to maintenance 
of effort and § 175.18 relating to costs 
of administration; 

(6) That the Federal share of com- 
pensation paid to students employed 
in the CWS program will not exceed 
80 percent. However, the Federal 
share may exceed 80 percent if the 
Commissioner determines under 
§ 175.26, that a Federal share in excess 
of 80 percent is appropriate; 

(7) That no student employed in the 
CWS program will be required to ter- 
minate that employment during a se- 
mester (or other regular enrollment 
period) at the time income derived 
from any additional employment to- 
gether with the CWS income is in 
excess of the amount determined to be 

eeded by the student for that semes- 
ter (or other regular’ enrollment 
period) under § 175.14. However, when 
that excess income equals $200 or 
more, continued employment under 
the CWS program must not be subsi- 
dized with funds allocated to the insti- 
tution under this part; and 

(8) That employment under the 
CWS program will be made reasonably 
available (to the extent of available 
funds) to all eligible students in the in- 
stitution in need thereof, and that 
equivalent employment offered or ar- 
ranged by the institution will be made 
reasonably available (to the extent of 
available funds) to all students in the 
institution who desire employment. 

(b) To participate in the CWS pro- 
gram, an area vocational school must 
enter into an agreement with the 
Commissioner for that purpose. The 
agreement must contain, in addition to 
the provisions described in paragraph 
(a) of this section, a provision that a 
student in that school is eligible to 
participate in the CWS program only 
if the student— 

(1) Has a certificate of graduation 
from a school providing secondary 
education or the recognized equivalent 
of that certificate; and 

(2) Is pursuing a program of educa- 
tion or training which requires at least 
six months to complete and is de- 
signed to prepare the student for gain- 
ful employment in a recognized occu- 
pation. 


(20 U.S.C. 2754) 


$175.9 Eligibility and selection of stu- 
dents. 


(a) Eligibility. Except as provided in 
paragraphs (g) through (j) of this sec- 
tion, a student enrolled, or accepted 
for enrollment, in an eligible program 
is eligible for part-time employment 
os the CWS program if the stu- 

ent— 


RULES AND REGULATIONS 


(1) Is a national of the United 
States, is in the United States for 
other than a temporary purpose and 
intends to become a permanent resi- 
dent thereof, or is a permanent resi- 
dent of the Trust Territory of the Pa- 
cific Islands; 

(2) Has been accepted for enrollment 
as at least a half-time student at the 
institution or, in the case of a student 
already attending the institution, is 
enrolled and in good standing as at 
least a half-time student; 

(3) Shows evidence of academic or 
creative promise and is capable, in the 
opinion of the institution, of maintain- 
ing good standing in his or her course 
of study while employed under this 
program; and 

(4) Has financial need. 

(b) Eligibility of area vocational 
school students. Except as provided in 
paragraphs (g) through (j) of this sec- 
tion, a student enrolled in an area vo- 
cational school is eligible for part-time 
employment under this part if, in ad- 
dition to satisfying the conditions de- 
scribed in paragraphs (a) (1) through 
(4) of this section, the student— 

(1) Has a certificate of graduation 
from a school providing secondary 
education or the recognized equivalent 
of that certificate; and 

(2) Is pursuing a program of educa- 
tion or training which requires at least 
6 months to complete and which is de- 
signed to prepare the student for gain- 
ful employment in a recognized occu- 
pation. 

(c) Programs of study abroad. A stu- 
dent participating in a program of 
study abroad will be considered to be 
enrolled in the ‘“‘home”’ institution if— 

(1) The program of study abroad is 
arranged or approved in advance by 
the home institution; and 

(2) The student’s academic perform- 
ance during the program of study 
abroad becomes a part of the perma- 
nent academic record at the home in- 
stitution in the same manner as if per- 
formed at that institution. 

(d) Member of religious community— 
financial need. A member of a reli- 
gious community, society, or order 
who by direction of the community, 
society, or order is pursuing a course 
of study in an institution or who re- 
ceives support and maintenance from 
the community, society, or order is 
considered not to have financial need. 

(e) Institutional responsibility. Each 
institution participating in the college 
work-study program is responsible for 
determining the eligibility of the stu- 
dents participating in its program re- 
gardless of whether the students work 
for the institution itself or for a Fed- 
eral, State, or local public agency or 
private nonprofit organization. 

(f) Selection. 

(1) An eligible institution must make 
employment under the CWS program 


reasonably available (to the extent of 
available funds) to all eligible students 
in the institution in need thereof. 

(2) If requests for employment 
exceed available funds, the institution 
must give preference in the awarding 
of employment to those of its students 
with the greatest financial need. 

(3) In determining financial need the 
institution must take into account 
grant assistance provided to the stu- 
dent from any public or private 
source, including grant funds which 
the student is entitled to receive under 
the basic grants program, even if the 
student has not applied for those 
funds. 

(4) The institution’s selection proce- 
dures must be uniformly applied, set 
forth in writing, and maintained in the 
files of the institution’s office which 
selects student aid recipients. All ap- 
plications for employment under this 
part must be maintained on file by the 
institution as specified in. 
§ 175.19(c)(2). 

(g) An institution may award CWS 
employment to a student only after it 
determines that the student: 

(1) Is maintaining satisfactory pro- 
gress in the course of study the stu- 
dent is pursuing, according to the 
standards and practices of the institu- 
tion at which the student is in attend- 
ance; 

(2) Is not in default on any national 
direct or defense student loan made by 
that institution or on a loan made, in- 
sured, or guaranteed under the guar- 
anteed student loan program for at- 
tendance at that institution; and 

(3) Does not owe a refund on grants 
previously received for attendance at 
that institution under the basic grant, 
the supplemental grant, or the state 
student incentive grant programs. 

(h) If an institution determines at 
the beginning of a payment period 
that a student is not maintaining satis- 
factory progress, but reverses itself 
BEFORE the end of that payment 
period, it may give the student a CWS 
job for that period. If the institution 
reverses itself AFTER the end of that 
period, it may neither provide the stu- 
dent employment for that period nor 
make adjustments in subsequent peri- 
ods to compensate for the loss of aid 
for that period. 

(i) Students who receive overpay- 
ments on grants may continue their 
CWS jobs under the foliowing condi- 
tions: 

(1) Overpayment of a basic grant. If 
a student is overpaid on a basic grant 
at an institution, that institution may 
still employ that student if (i) the stu- 
dent is otherwise eligible, and (ii) the 
overpayment can be eliminated in the 
award year in which it occurred by ad- 
justing subsequent basic grant pay- 
ments for that award year. 
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(2) Overpayment of a basic grant 
due to institutional error. If the stu- 
dent is overpaid on a basic grant at an 
institution as a result of institutional 
error, and the overpayment cannot be 
eliminated by adjusting subsequent 
basic grant payments in that award 
year, the institution may also employ 
the student if: 

(i) The student is otherwise eligible, 
and 

(ii) The student acknowledges in 
writing the amount of the basic grant 
overpayment and agrees to repay it in 
a reasonable period of time. 

(3) Overpayment of a supplemental 
grant. An institution may continue to 
employ a student who receives an 
overpayment on a supplemental grant 
if: 

(i) The student is otherwise eligible, 
and 

(ii) An adjustment in subsequent fi- 
nancial aid payments (other than 
basic grants) eliminates the overpay- 
ment in the same award year in which 
it occurred. 

(4) Definition of overpayment. For 
purposes of this part overpayment of a 
grant means that a student received a 
grant payment which was greater than 
the amount he or she was entitled to 
receive. 

(j) (1) In determining whether a stu- 
dent is in default on a guaranteed stu- 
dent loan, the institution may rely on 
a written statement from the student 
that he or she is not in default on a 
guaranteed student loan made for the 
purpose of attending that institution 
unless the institution has information 
to the contrary. 

(2) An institution may provide CWS 
employment to a student who is in de- 
fault on a guaranteed student loan if 
the Commissioner, for a federally in- 
sured loan, or a guarantee agency, for 
a loan insured by that agency, has de- 
termined that the student has made 
satisfactory arrangements to repay 
the defaulted loan. 

(3) An institution may provide CWS 
employment to a student who is in de- 
fault on a National direct or defense 
student loan made by the institution if 
it determines that the student has 
made satisfactory arrangements to 
repay the defaulted loan. 

(4) For purposes of this section a na- 
tional defense or direct student loan 
or a guaranteed student loan which 
has been discharged in bankruptcy is 
considered to be in default. 


(42 U.S.C. 2754; 20 U.S.C. 1088f) 


§ 175.10 


(a) During a period of nonregular 
enrollment (special session), such as a 
summer or equivalent vacation period, 
or the full-time work period of a coop- 
erative education program, a student 
will be eligible for employment under 
the college work-study program if the 


Special sessions. 
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student meets the eligibility require- 
ments of § 175.9 and meets one of the 
following two conditions. 

(1) The student was enrolled and in 
attendance as at least a half-time stu- 
dent at the institution during the pre- 
ceding period of regular enrollment 
(regular session) and will complete his 
or her course of study during the spe- 
cial session or 

(2) the student will be enrolled, or 
has been accepted for enrollment, at 
the institution as at least a half-time 
student for the regular session follow- 
ing that special session. 

(b) A student will be considered en- 
rolled or accepted for enrollment at 
the institution for the regular session 
following the special session if the stu- 
dent will be studying in an eligible 
program of study abroad. 

(c) If the institution provides em- 
ployment under this part to a student 
during a special session in which the 
student is not enrolled as at least a 
half-time student at that institution, it 
must maintain a written record dem- 
onstrating that it accepted the student 
for enrollment as at least a half-time 
student during the following regular 
session and that the student accepted 
its offer. However, the institution 
must not provide CWS employment to 
a student if it believes the student 
does not intend to honor his or her ac- 
ceptance of its offer. It must also im- 
mediately terminate the student’s em- 
ployment if it becomes aware of such 
an intention after the employment 
has begun. 


(42 U.S.C. 2754) 


§ 175.11 Cost of education. 


(a) A student’s educational costs in- 
clude tuition and fees, the amounts 
charged by the institution or the ex- 
penses reasonably incurred for room 
and board, books, supplies, transporta- 
tion, and miscellaneous personal ex- 
penses, and expenses related to main- 
tenance of a student’s dependents. 
However, for independent students, if 
a family size offset is deducted from 
the income of the student or the stu- 
dent’s spouse in determining the stu- 
dent’s expected family contribution, 
room and board, miscellaneous person- 
al expenses, and expenses related to 
the maintenance of persons who are 
dependent on the student or the stu- 
dent’s spouse are not considered costs 
of education. 

(b) For a student engaged in a pro- 
gram of study by correspondence, only 
tuition and fees are considered a cost 
of education. However, travel and 
room and board costs incurred specifi- 
cally in fulfilling a required period of 
residential training will be considered 
a cost of education. 

(c) If a student is enrolled in an eligi- 
ble program of study outside the 
United States, the student’s cost of 
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education for purposes of calculating 
financial need for the campus-based 
programs may not exceed the stu- 
dent’s cost of education at his or her 
home campus. For further treatment 
of study abroad, see §§175.9(c) and 
175.14(g). 


(42 U.S.C. 2754) 


§175.12 Expected family contribution. 


(a) Dependent students. In determin- 
ing the amount of income and net 
assets that should reasonably be made 
available by the dependent student 
and his or her spouse and parents to 
meet that student’s cost of education, 
the student financial aid officer must 
consider: 

(1) Any serious illness in the family 
(family members include the student, 
the student’s spouse, the student's 
parents, and persons for whom the 
parent may claim an exemption under 
the Internal Revenue Code); 

(2) The number of dependent chil- 
dren of the student’s parents; 

(3) The number of those dependent 
children attending institutions of 
higher education; and 

(4) Any other circumstances that 
may affect the ability of the student 
and his or her spouse and parents to 
contribute toward the student’s cost of 
education. 

(b) Independent students. In deter- 
mining the amount of income and net 
assets that should reasonably be made 
avoilable by a self-supporting or inde- 
pendent student and that student’s 
spouse to meet the student’s cost of 
education, the student financial aid of- 
ficer must consider: 

(1) Any serious iilness in the family 
(family members include the student, 
the student’s spouse, and persons for 
whom the student or spouse may 
claim an exemption under the Inter- 
nal Revenue Code); 

(2) The number of dependent chil- 
dren of the student; 

(3) The number of those dependent 
children attending institutions of 
higher education; and 

(4) Any other circumstances that 
may affect the ability of the student 
or the student’s spouse to contribute 
toward the student’s cost of education. 

(c) The student financial aid officer 
must determine whether the relation- 
ship between a student and his or her 
parents makes it unreasonable to 
expect the parents to contribute 
toward that student’s cost of educa- 
tion, regardless of their ability to do 
so, if requested by a student who: 

(1) Does not live with his or her par- 
ents; 

(2) Does not visit them for periods 
that are longer than those which are 
typical for adults visiting their par- 
ents; and 

(3) Does not receive from them gifts 
which exceed in value gifts typically 
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given by parents as incidental gifts to 
their adult nondependent offspring. 

The student financial aid officer 
must make the reasons for that deter- 
mination part of the institution’s writ- 
ten records. Before making a finding 
of that nature the student financial 
aid officer must make such efforts as 
he or she considers appropriate to as- 
certain whether the student’s parents 
are in fact willing to contribute toward 
the student’s cost of education. 

(d) In determining the expected 
family contribution of eligible Indian 
or other Native American students, 
the institution must not consider as 
income or as an asset of the student or 
his or her family (1) funds received 
pursuant to an award made under the 
Distribution of Judgment Funds Act 
(25 U.S.C. 1401, et seq.) or the Alaska 
Native Claims Settlement Act (43 
U.S.C. 1601 et seq.), (2) property 
which may not be sold or encumbered 
without the consent of the Secretary 
of the Interior, and (3) any other 
property held in trust for the student 
or the student’s family by the U.S. 
Government. 

(e) Annual determinations. 

For a student who is enrolled in a 
program of study by correspondence 
for which the total cost of education is 
$1,000 or less, the determination of 
need may be made only once, at the 
beginning of the course of study. 

In all other cases an institution must 
make the need determinations at least 
annually. 


(42 U.S.C. 2754) 


§ 175.13 Approved need analysis systems. 


(a) To comply with the requirements 
of § 175.12 an institution must use a 
need analysis system or method of cal- 
culation approved by the Commission- 
er. 

(b) Pre-approved systems for depend- 
ent students. For dependent students, 
the Commissioner has approved: 

(1) The method of calculating an ex- 
pected family contribution used in the 
basic educational opportunity grants 
program (45 CFR Part 190); and 

(2) The Income Tax System, if ad- 
justed to reflect the number of the 
parents’ dependent children attending 
institutions of higher education. The 
expected family contribution calculat- 
ed according to the Income Tax 
System is an amount equal to the sum 
of the amount the student is reason- 
ably able to contribute plus the 
amount of Federal income tax paid by 
the parents of the student, plus 5 per- 
cent of the parents’ net assets in 
excess of $17,000 if those assets do not 
include farm or business assets and 
$50,000 if those assets do include farm 
and business assets. However, no more 
than $17,000 may be deducted from 
nonfarm and nonbusiness assets. 
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(c) Criteria for approval of other sys- 
tems for dependent students. The Com- 
missioner will approve any other need 
analysis system as meeting the re- 
quirements of § 172.12 for dependent 
students which is submitted in accord- 
ance with the procedures set forth in 
paragraph (e) of this section and 
which meets the following criteria: 

(1) The system must produce, as its 
standard output, expected parents’ 
contribution figures for dependent 
students which: (i) Increase in reason- 
ably smooth increments as the par- 
ents’ financial strength, measured in 
real terms, increases; and (ii) are equal 
for families of equal measured finan- 
cial strength; and 

(2) The system must produce expect- 
ed parents’ contribution figures which, 
for at least 75 percent of a set of 
sample cases developed and made 
available by the Commissioner, deviate 
by less than $50 from the figures pro- 
duced for those sample cases by the 
following calculations: 

(i) From the sum of the adjusted 
gross income and nontaxable income 
of the parents, deduct the amount of 
Federal income taxes and social securi- 
ty taxes, an allowance of 8 percent of 
total income for State and local taxes, 
and an amount required to maintain 
the family (exclusive of the student’s 
maintenance during the academic 
year) at the Bureau of Labor Statistics 
consumption cost estimates at a low 
standard of living; 

(ii) To the remainder obtained in 
subparagraph (2)(i) add 12 percent of 
the net market or cash value of the 
parents’ assets remaining after deduc- 
tion of related debt and a standard 
asset reserve, and 

(iii) Apply the following rate sched- 
ule of expected contributions to the 
sum obtained in subparagraph (2)(ii): 





If the sum is— 

———____ The expected contribution is— 
At But jess 

least— than— 





22 percent of the amount over 


$880+25 percent of the amount 
over $4,000. 
$1,130+4 29 
amount over $5,000. 


percent of the 


$1,420+34 percent of the 
amount over $6,000. 

$1,760+40 percent of the 
amount over $7,000. 

$2,160+47 percent of the 
amount over $8,000. 





(3) In developing the sample cases 
the Commissioner will select only 
cases where the main wage earner is 
45 years old and where the elements 
set forth in subparagraph (2) of this 
paragraph are generally present. Ac- 
cordingly, cases will not be selected 
which involve medical and dental ex- 
penses, casualty and theft losses, 
housekeeping allowances, farm or 


business assets, more than one family 
member attending post-secondary in- 
stitutions, social security or veteran's 
benefits or any unusual family circum- 
stance. 

(4) In comparing the output of a 
system submitted for approval under 
these regulations with the figures for 
the standard sample cases, an expect- 
ed parental contribution of less than 
zero Will be treated as zero. 

(5) The figures for the set of sample 
cases used for purposes of this para- 
graph will be revised annually for in- 
flation by adjusting the deductions for 
family maintenance, the standard de- 
duction from assets and the rates of 
contribution from income and assets 
so that the revised standard expected 
contributions, expressed in constant 
dollars, remain constant for families 
with equal income and asset positions 
measured in constant dollars. 

(ad) Independent students. (1) For in- 
dependent students, the Commissioner 
has approved: 

(i) The method of calculating an ex- 
pected family contribution used in the 
basic educational opportunity grants 
program (45 CFR Part 190); 

(ii) The system of need analysis pub- 
lished by the American college testing 
program; 

(iii) The system of need analysis 
published by the College Scholarship 
Service; 

(iv) The system of need analysis 
published by the Graduate and Pro- 
fessional Student Financial Aid Serv- 
ice; 

(v) The system of need analysis pub- 
lished by Financial Analysis Service, 
Inc., a division of Donley, Richardson 
& Associates; and 

(vi) The system of need analysis 
published by Educational Methods, 
Inc. of Denver, Colo. 

(2) The Commissioner will approve 
any other need anaiysis system as 
meeting the requirements of § 175.12 
for independent students, which is 
submitted in accordance with the pro- 
cedures set forth in paragraph (e) of 
this section and which meets the fol- 
lowing criteria: 

(i) The system must produce, as its 
standard output, expected family con- 
tribution figures for independent stu- 
dents which increase in reasonably 
smooth increments as the family’ fi- 
nancial strength, measured in real 
terms, increases and are equal for fam- 
ilies of equal measured financial 
strength; and 

(ii) The system must produce expect- 
ed family contribution figures which 
are comparable to those produced by 
one of.the systems specified in subpar- 
agraph (1) of this paragraph. 

(e) (1) Application procedures for 
system approval. (1) Any individual or 
institution that wishes to have its 
need analysis system approved must 
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submit that system to the Commis- 
sioner by June 30. 

(2) The Commissioner will publish in 
the FEDERAL REGISTER a list of all ap- 
proved need analysis systems by the 
following September 1. 

(3) Applications for need analysis 
systems for dependent students must 
include the information necessary for 
the Commissioner to determine 
whether that system meets the re- 
quirements of paragraph (c) of this 
section. The application must include 
the expected family contribution 
amounts produced by the system for 
the sample cases. 

(4) Applications for need analysis 
systems for independent’ students 
must include the information neces- 
sary for the Commissioner to deter- 
mine whether the system meets the 
requirements of paragraph (d) of this 
section. 

(f) Duration of approval. (1) Need 
analysis systems approved under para- 
graphs (b) and (d) (1) of this section 
are approved without a specified expi- 
ration date. 

(2) A need analysis system approved 
under paragraph (c) of this section 
and included on the list published by 
the Commissioner may be used by the 
institution (i) in its application for 
funds for the campus-based programs 
which is submitted by the closing date 
immediately following the publication 
of that list and (ii) in determining the 
eligibility of students for assistance 
and the amount of that assistance 
under the campus-based programs for 
any academic year beginning no earli- 
er than the following June 1 or later 
than 12 months following that date. 


(3) A need analysis system approved , 


under paragraph (d)(2) of this section 
will be approved for an indefinite 
period of time, but the Commissioner 
may request periodic confirmation 
that the system remains in compliance 
with the criteria set forth in that 
paragraph. 

(g) Adjustments. The _ institution 
may, in an individual case, further 
adjust the expected family contribu- 
tion calculated according to one of the 
approved need analysis systems if the 
student financial aid officer believes 
that the expected family contribution 
does not realistically reflect the ability 
of the student and the students’ par- 
ents to contribute toward the stu- 
dent’s cost of education. Those adjust- 
ments must be documented in writing, 
with an accompanying explanation, 
and made a part of the institution’s 
records. 


(42 U.S.C. 2754.) 
$175.14 Coordination of student financial 


aid programs, award amount, and over- 
award. 


(a) Coordinating official. The insti- 
tution must appoint an official who 
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will be responsible for coordinating 
the CWS program with the institu- 
tion’s other Federal and non-Federal 
programs of student financial aid. 

(bo) Overaward prohibited. (1) Gener- 
al rule. Except as provided in subpara- 
graph (2) of this paragraph, an institu- 
tion may not award assistance under 
this part in an amount which, when 
combined with the other resources 
made available to the student from 
Federal and non-Federal sources, ex- 
ceeds the student’s financial need. For 
purposes of this part, a student’s fi- 
nancial need may not exceed the stu- 
dent’s cost of education. 

(2) Exceptions. An institution does 
not violate the rule set forth in sub- 
paragraph (1) of this paragraph even 
if a student obtains additional re- 
sources after the institution awards fi- 
nancial aid to the student if— 

(i) The total amount of resources 
made available to the student from 
Federal and non-Federal sources does 
not exceed the student’s financial 
need by more than $200; or 

(ii) The student earns more money 
from employment than the institution 
expected when it awarded the student 
financial aid and it treats the student’s 
“surplus earnings” in accordance with 
the requirements of paragraph (d) of 
this section. 

(c) Resources. Except as provided in 
paragraphs (f) and (g) of this section, 
the term ‘‘resources made available to 
the student from Federal and non- 
Federal sources’’ includes, but is not 
limited to: 

(1) The amount of funds a student is 
entitled to receive under the basic 
grants program, regardless of whether 
the student has applied for those 
funds, 

(2) Any waiver of tuition and fees, 

(3) Any scholarship or grant includ- 
ing supplemental grants and athletic 
scholarships, 

(4) Any fellowship or assistantship, 

(5) Any loan made under the guaran- 
teed student loan program except 
where paragraph (f) of this section ap- 
plies, 

(6) Any long-term loan made by the 
institution other than under the guar- 
anteed student loan program, includ- 
ing any loan made under the national 
direct student loan program, and 

(7) Any net earnings from employ- 
ment during periods for which the stu- 
dent receives assistance under this 
part. For purposes of this section, “net 
earnings” means gross earning minus 
required taxes and any costs incidental 
to employment. 

(d) Prevention of overaward and 
treatment of surplus earnings. An in- 
stitution must take the following steps 
when it becomes aware that a student 
who has received CWS assistance has 
earned or will earn more than $200 
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above the amount it expected when it 
awarded financial aid: 

(1) It must determine if the student 
needs the surplus earnings to pay rea- 
sonable and necessary additional costs 
of education not anticipated when it 
awarded financial aid to the student; 

(2) If it determines that the re- 
sources available to the student from 
Federal and non-Federal sources still 
exceed the student’s need by more 
than $200, it must cancel any loan or 
grant (other than a basic grant) 
awarded to the student but not yet 
disbursed, to avoid exceeding the stu- 
dent’s need by more than $200; 

(3) If the student will not be en- 
rolled in that institution in the follow- 
ing academic year, it need not take 
any further action; 

(4) If the student will be enrolled in 
the institution in the following aca- 
demic year and if the institution 
cannot avoid exceeding the student’s 
need by more than $200 it must treat 
the student’s “‘surplus earnings” (i) as 
a resource available to pay the stu- 
dent’s cost of education in the follow- 
ing academic year, or (ii) as a substi- 
tute for the student’s expected family 
contribution, unless a GSL is used for 
that purpose. 

(e) Definition of surplus earnings. 
For purposes of this section, ‘‘surplus 
earnings’ means the amount earned 
by the student which, when combined 
with previous earnings and other re- 
sources made available to the student 
from Federal and non-Federal sources, 
exceeds the student’s financial need 
by more than $200. 

(f) Treatment of guaranteed loans. 
(1) Any guaranteed student loan 
(GSL) for which no Federal interest 
benefits are payable (a nonsubsidized 
GSL) is not considered a student re- 
source and may be used to replace the 
expected family contribution, up to 
the amount of the expected family 
contribution. 

(2) A student may replace his or her 
expected family contribution with a 
GSL for which the student qualifies 
for Federal interest benefits automati- 
cally (i.e., on the basis of the borrow- 
er’s adjusted family income rather 
than a need test). 

(3) A student may not replace his or 
her expected family contribution with 
a GSL for which a need test is re- 
quired for the student to receive Fed- 
eral interest benefits. A GSL of this 
nature must be considered a student 
resource under paragraph (b) of this 
section. 

(4) That part of the GSL which does 
not qualify to replace the borrower's 
expected family contribution under 
subparagraph (1) or (2) of this para- 
graph is considered a student resource 
under paragraph (b) of this section. 

(5) If a borrower receives a loan 
under the GSL program which ex- 
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ceeds the amount of the borrower’s ex- 
pected family contribution, the excess 
is considered a student resource in all 
cases. 

(6) Subparagraph (2) of this para- 
graph is effective retroactively to July 
1, 1976. 

(g) Study abroad. A student engaged 
in an eligible program of study abroad 
may have additional costs that do not 
qualify as education costs under 
§ 175.11. However, any funds obtained 
by the student to pay for those costs 
will not be considered a resource for 
the purposes of paragraph (b) of this 
section if they are obtained from 
sources other than the basic grant and 
campus-based programs. This para- 
graph is effective retroactively to No- 
vember 3, 1976. 

(h) Administrative responsibility. (1) 
The institution’s responsibility under 
paragraph (b) of this section extends 
only to those resources which it makes 
available to the student, or about 
which it knows, or has reason to know, 
or can reasonably anticipate, at the 
time that assistance under this part is 
disbursed to the student. 

(2) The institution must take reason- 
able steps to inform itself about earn- 
ings from any additional employment 
not provided by the institution which 
the student may obtain. 

(3) The institution is considered to 
know the amount of net earnings to be 
received by each student it employes 
when it awards CWS employment to 
that student. 


§ 175.15 Coordination with BIA grants. 


(a) (1) An institution, in determining 
the amount of CWS compensation to 
be awarded a student who is also eligi- 
ble for a Bureau of Indian Affairs 
(BIA) education grant, must prepare a 
package of student assistance for that 
student from resources other than the 
BIA grant. 

(2) In preparing that package, the 
institution must not consider any BIA 
education grant which the student has 
received or is expected to receive. 

(3) The package must be consistent, 
in boih type and amount of aid, with 
packages prepared for students in sim- 
ilar circumstances who are not eligible 
for BIA education grants. 

(b) (1) The BIA education grant, 
whether received by the student 
before or after the preparation of the 
student aid package supplements that 
package. 

(2) No adjustment may be made to 
the student aid package as long as the 
total of the package and the BIA edu- 
cation grant is less than the institu- 
tion’s determination of that student’s 
financial need. 

(c) (1) If the BIA education grant, 
when combined with the package of 
other assistance exceeds the institu- 
tion’s determination of the student’s 
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need, only the excess may be deducted 
from the package of other assistance. 

(2) Except as provided for in subpar- 
agraph (3) of this paragraph, deduc- 
tions must be made in sequence, so 
that the excess is first deducted from 
any awards, or proposed awards, in the 
form of loans; if an excess still remains 
after all loan awards have been adjust- 
ed, deductions -must next be made 
from any awards, or proposed awards, 
in the form of workstudy; if an excess 
still remains after all work-study 
awards have been adjusted, deductions 
must be made from any award, or pro- 
posed award, in the form of a grant, 
other than a grant under the basic 
grants program. 

(3) If requested by an eligible recipi- 
ent, the sequence of deductions pro- 
vided in subparagraph (2) of this para- 
graph may be altered if the institution 
determines that such an alteration 
more adequately meets the need of 
that student. 

(d) In determining the financial 
need of students eligible for BIA edu- 
cation grants, the institution’s student 
financial aid officer is encouraged to 
consult with BIA area officials who 
are responsible for administering BIA 
postsecondary financial assistance pro- 
grams and are familiar with the indi- 
vidual financial circumstances of such 
students. 


(42 U.SC. 2754.) 


§ 175.16 Payments to students. 


(a) (1) A student must be paid at 
least once a month. The Federal share 
of each payroll disbursement must be 
made by check or similar instrument 
which may be cashed on the student’s 
own endorsement without further re- 
striction. Accounting devices or proce- 
dures which result in the direct trans- 
fer of the Federal share of student 
compensation to expenses or bills are 
not permissible. 

(2) The institution is responsible for 
ensuring that each payroll disburse- 
ment to any student represents the 
net amount of wages earned under the 
program during the previous payroll 
period whether the work is for the in- 
stitution itself or for a public or pri- 
vate nonprofit organization. 

(3) A student’s wages are considered 
to be obligated at the time the work is 
performed. 

(b) (1) If the institution’s share of a 
student’s compensation is paid by 
check, it must be disbursed when the 
Federal share is disbursed. 

(2) If the institution’s share is paid 
in the form of tuition, fees, services or 
equipment for an academic period 
during which the student is employed, 
that share must be contributed before 
the close of the student’s final payroll 
period. If that share is in the form of 
prepaid tuition, fees, services or equip- 
ment for a forthcoming academic 


period, the institution must give the 
student a statement before the close 
of the student’s final payroll period in- 
dicating the amount of tuition, fees, 
services, and equipment earned. 

(c) Before making CWS employment 
available to a student, the institution 
must (1) obtain from that student a 
written acceptance of the employment 
and (2) provide the student a state- 
ment indicating (i) the amount of his 
or her college work-study award, (ii) 
the nature and source of the other 
student financial aid made available to 
the student through the institution, 
and (iii) the fact that continued em- 
ployment under the college work- 
study program depends on the stu- 
dent’s making satisfactory progress in 
his or her course of study and continu- 
ing as at least a half-time student 
during the academic year. 

(d) No CWS compensation may be 
paid to a student unless the student 
has filed a notarized affidavit with the 
institution he or she attends which— 

(1) Is on a form approved by the 
Commissioner; 

(2) States that the loan proceeds will 
be used solely for educational ex- 
penses at the institution; and 

(3) Is notarized by someone who 
does not recruit students for the insti- 
tution. 

(e) Correspondence study. No pay- 
ment may be made to a student pursu- 
ing a program of study by correspon- 
dence before the student completes 
and submits the first lesson. 


(42 U.S.C. 2754.) 


$175.17 Federal 
funds. 


Funds received by an institution for 
compensation to students under this 
part are held in trust for the intended 
student beneficiary. All funds received 
by an institution under this part may 
be used only for the purposes for 
which they were allocated and may 
not be pledged or hypothecated for 
any other purpose. 


(42 U.S.C. 2751-56.) 


$175.18 Use of funds. 


(a) Federal funds allocated to an in- 
stitution under this part must be used 
by the institution— 

(1) To pay the Federal share of com- 
pensation under its CWS program, 

(2) To carry out the Student Con- 
sumer Information Services require- 
ments set forth in §493A of the Act 
and 45 CFR 178 (with funds received 
under paragraph (b) of this section), 

(3) To pay the cost of administering 
the Federal student financial aid pro- 
grams (with funds received under 
paragraph (b) of this section), 

(4) To meet the cost of a job location 
and development program under sub- 
part B of this part, and 


interest in alleeated 
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(5) to transfer to the SEOG program 
under § 175.21. 

(b) (1) An institution is entitled to 
receive an administrative cost 
allowance for each award year for 
which it receives an allocation under 
§ 175.4. That allowance equals 4 per- 
cent of the compensation earned by 
students, including the Federal share 
and the institutional share for both on 
and off-campus programs. However 
the administrative cost allowance 
under this part and the SEOG pro- 
gram plus the amount withdrawn for 
such purposes from the institution's 
NDSL Fund may not in the aggregate 
exceed $325,000 for any award year. 

(2) Any institution which receives an 
administrative cost allowance for any 
award year must first use that 
allowance to carry out part 178 of title 
45 of the Code of Federal Regulations, 
“Student Consumer Information Ser- 
vices.”” If any funds remain, the insti- 
tution may use those funds only to 
pay the cost of administering the Fed- 
eral student financial aid programs. 


(42 U.S.C, 2754, 20 U.S.C. 1088b.) 


§ 175.19 Fiscal procedures and records. 


(a) Fiscal procedures. (1) The insti- 
tution must administer the college 
work-study program in a manner 
which provices for an adequate system 
of internal controls. The various ad- 
ministrative procedures must be divid- 
ed so as to provide for a system of 
checks and balances. The functions of 
authorizing payment and disbursing 
funds must be divided in such a fash- 
ion that no office has responsibility 
for both functions with respect to any 
particular student aided under the 
program. 

(2) If a fiscal agent is used by the in- 
stitution, its function must be limited 
solely to the performance of ministeri- 
al acts. 

(3) Physical segregation of cash de- 
positories for Federal funds which are 
provided to an institution is not re- 
quired. However, institutions must 
give notice to any bank in which they 
deposit Federal funds of all accounts 
in that bank in which Federal funds 
are deposited. This notice can be ac- 
complished in either of the following 
ways: 

(i) Include in the name of the ac- 
count the fact that Federal funds are 
deposited therein; or, 

(ii) Send a letter to the bank listing 
the accounts in which Federal funds 
will be deposited. A copy of this letter 
must be retained in the institution’s 
files. 

(b) Records and reporting. (1) Each 
institution must establish and main- 
tain on a current basis, adequate rec- 
ords which reflect all program transac- 
tions. The institution must establish 
and maintain all general ledger con- 
trol accounts and related subsidiary 
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accounts which are necessary to iden- 
tify all program transactions. Those 
records must: 

(i) Be maintained in such a manner 
as to identify all program transactions 
separately from other institutional 
funds and activities: 

(ii) Be reconciled at least monthly; 

(iii) Include a weekly (or monthly) 
time record showing hours worked per 
day for each student. This form must 
contain a certification by an official of 
the institution (or off-campus agency) 
who is the student’s supervisor stating 
that the student has worked the 
number of hours listed and whether 
the work has been performed in a sat- 
isfactory manner; 

(iv) Include .a payroll voucher con- 
taining sufficient information to ‘sup- 
port all payrol! disbursements; 

(v) Include a noncash contribution 
record to support by adequate docu- 
mentation any payment or partial pay- 
ment of the institution’s share of the 
student’s earnings which has been 
made in the form of services and 
equipment as permitted by § 175.27; 

(vi) Afford ready identification of 
each student’s account and the status 
thereof; 

(vii) Be adequate to demonstrate the 
eligibility of every student aided under 
the program; 

(viii) Indicate the amount of need 
determined for each student and the 
way that need has been mei; and 

(ix) Identify the institutional officer 
who made the determination of need. 

(2) An institution must submit an In- 
stitutional Fiscal-Operations Report 
annually. It must also submit any 
other reports and information in the 
form and at the times required by the 
Commissioner. 

The institution must comply with 
the requirements the Commissioner 
finds necessary to insure the correc- 
tions of required reports. 

(c) Retention of records. (1) Records. 
Each institution must keep intact and 
accessible records relating to the re- 
ceipt and expenditure of Federal 
funds including all accounting records 
and related original and supporting 
documents that substantiate costs 
charged to the award and the records 
required by § 175.9(f). 

(2) Period of retention. Except as 
provided in subparagraph (4) of this 
paragraph, the records specified in 
subparagraph (1) of this paragraph 
must be retained for 5 years after the 
date of the submission of the annual 
institutional fiscal-operations report. 

(3) Microfilm copies. An institution 
may substitute microfilm copies in lieu 
of original records in meeting the re- 
quirements of this section. 

(4) Audit questions. The records in- 
volved in any claim or expenditure 
which has been questioned by Federal 
audit must be further retained until 
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resolution of any audit questions. 
However, records need not be retained 
if they relate to a grant with respect 
to which actions by the United States 
to recover for diversion of Federal 
funds are barred by the statute of lim- 
itation in 28 U.S.C. 2415(b). 

(5) Audit and examination. The in- 
stitution must give the Secretary and 
the Comptroller General of the 
United States, or any of their duly au- 
thorized representatives, access to the 
records specified in subparagraph (1) 
of this paragraph and to any other 
pertinent books, documents, papers, 
and records necessary for the purposes 
of audit and examination. 

(da) Audits—non-Federal. (1) All of an 
institution’s transactions involving its 
CWS funds must be audited by the in- 
stitution or at the institutions’ direc- 
tion to determine, at a minimum, the 
fiscal integrity of financial transac- 
tions and reports, and whether those 
transactions are in compliance with 
applicable laws and regulations. The 
required audits must be performed in 
accordance with the Department of 
Health, Education, and Welfare “audit 
guide’”’ for student financial aid pro- 
grams. The frequency of required 
audits may vary depending on the size 
and complexity of the program. How- 
ever, an audit must be carried out at 
least once every two years. 

(2) Each audit must cover the entire 
period of time which has elapsed since 
the last audit. 

(3) The required audit reports must 
be submitted to the regional office of 
the Department of Health, Education, 
and Welfare Audit Agency serving the 
region in which the institution is lo- 
cated for its review. 

(4) The institution must provide the 
HEW Audit Agency and the Commis- 
sioner with access to records or other 
documents necessary to review the re- 
sults of required audits. 


(42 U.S.C. 2754; 20 U.S.C. 1232c.) 


§ 175.20 Maintenance of effort. 


(a) For each award year for which it 
receives an allocation under this part, 
the institution must continue to 
expend, in its own scholarship and stu- 
dent aid programs, an amount which is 
not less than the average expenditure 
per year made for that purpose during 
the 3 award years preceding the latest 
of the following dates or award years: 

(1) The effective date of any agree- 
ment required by section 443 of the 
college work-study program (42 U.S.C. 
2753) or section 407 of the educational 
opportunity grants program (20 U.S.C. 
1067) which was in effect on June 30, 
1973, 

(2) The award year for which the in- 
stitution receives or received its first 
allocation under the college work- 
study program, 
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(3) The award year for which the in- 
stitution received its first allocation 
under the educational opportunity 
grants program (20 U.S.C. 1061-1067, 
1069), or 

(4) The award year for which the in- 
stitution receives or received its first 
allocation under the supplemental 
grants program (20 U.S.C. 1070b- 
1070b-3) if the institution did not par- 
ticipate in the educational opportunity 
grants program in the award year im- 
mediately preceding that award year. 

(b)(1) The Commissioner may waive 
the requirements set forth in para- 
graph (a) of this section for an award 
year under special and unusual Cir- 
cumstances. Special and unusual cir- 
cumstances include (i) a withdrawal of 
funds from outside sources (for public 
institutions, public appropriations are 
not considered an outside source), or 
(ii) a decline in enrollment where the 
institution continued to expend in its 
own scholarship and student aid pro- 
gram, on a per-enrolled-student basis, 
an amount at least equal to the aver- 
age amount expended per enrolled stu- 
dent during the three year base 
period. 

(2) Where an institution fails to 
meet the requirements set forth in 
paragraph (a) of this section for an 
award year because it withdrew as a 
direct lender under the GSL program, 
the Commissioner may waive that por- 
tion of the failure that equals the 
average amount of loans made by the 
institution as a direct lender under the 
GSL program during the 3-year base 
period if the institution provides fi- 
nancial assistance to its students in an 
amount equal to the amount it is re- 
quired to maintain under paragraph 
(a) of this section through its own 
scholarship and student financial aid 
expenditures and by arranging alter- 
native sources of assistance. However, 
the amount of alternative sources that 
may be included may not exceed the 
amount that the Commissioner waives. 

(3) Where an institution fails to 
meet the requirements set forth in 
paragraph (a) of this section for an 
award year because the Commissioner 
withdrew its authority to participate 
as a direct lender under the GSL pro- 
gram, the Commissioner may waive 
for that award year that portion of 
the failure that equals the average 
amount of loans made by the institu- 
tion as a direct lender under the GSL 
program during the 3 year base period. 
The Commissioner may also waive 
that amount for future award years if 
(i) the institution provides financial 
assistance to its students in an amount 
equal to the amount it is required to 
maintain under paragraph (a) through 
its own scholarship and student finan- 
cial aid expenditures and by arranging 
alternative sources of assistance. How- 
ever, the amount of alternative 
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sources that is included may not 
exceed the amount that the Commis- 
sioner waives. 

(4) For purposes of: this paragraph 
the Commissioner will consider that 
the institution has arranged alterna- 
tive sources of assistance for its stu- 
dents if that assistance is provided 
under a written agreement between 
the institution and the funding source. 

(c) To obtain a waiver of the mainie- 
nance of effort requirement set forth 
in paragraph (a) of this section for a 
particular award year, an institution 
must submit to the Commissioner a re- 
quest for a waiver including a descrip- 
tion of the circumstances justifying 
the waiver. 

(da) An institution’s ‘‘own scholarship 
and student financial aid program”’ in- 
cludes any expenditure of institutional 
funds for scholarships, grants, loans, 
tuition and fee waivers or remissions, 
and any employment given to students 
enrolled at the institution at both the 
graduate and undergraduate level, re- 
gardless of whether those students are 
eligible to participate in the CWS or 
SEOG programs. Funds given to the 
institution from an outside source to 
be used for scholarships or other 
forms of student financial aid will be 
considered institutional funds if the 
institution has the authority to choose 
the recipients and the amount the re- 
cipients will receive. However, funds 
received from Federal sources to be 
used for student financial aid may not, 
in any event, be considered as part of 
an institution’s own scholarship and 
student financial aid program. 

(e)(1) An institution may, in accord- 
ance with its stated practice, consider 
scholarships and other student finan- 
cial assistance given to students who 
are dependents of faculty members or 
other employees of the institution as 
student financial aid or employee 
benefits. 

(2) An institution must count fellow- 
ships and assistantships as part of its 
program of student financial assist- 
ance unless it is the stated practice of 
the institution to consider the holders 
of fellowships and assistantships as 
members of the institution’s faculty. 
In that case payments under fellow- 
ships and assistantships need not be 
considered financial aid. 

(3) An election of treatment under 
subparagraphs (1) and (2) of this para- 
graph applies to both the base year 
period and current year expenditures. 
A change of treatment will be permit- 
ted only with the express written ap- 
proval of the Commissioner. 


(20 U.S.C. 1088c) 


§ 175.21 Transfer of funds. 


(a) An institution may transfer up to 
10 percent of its allocation for ‘an 
award year under the CWS program 
to its allocation of funds for that fiscal 


year under the SEOG program. Those 
funds must be used in accordance with 
the provisions of the latter program. 
The institution may allocate the trans- 
ferred funds between its allocations 
for initial and continuing grants as it 
sees fit. Similarly, an institution may 
transfer up to 10 percent of its alloca- 
tion for an award year under the 
SEOG program to its allocation of 
funds for that award year under the 
CWS program. Those funds must be 
used in accordance with the provisions 
of this part. 

(b) Any amount transferred under 
paragraph (a) of this section must be 
reported on the annual Institutional 
Fiscal-Operations Report required by 
§ 175.19(b)(2). 


(20 U.S.C.1088e) 


§ 175.22 Program eligibility. 


(a) (1) General eligibility of employ- 
ment. Work-Study programs conduct- 
ed under this part may, except in the 
case of a proprietary institution of 
higher education, involve work for the 
institution itself, or work in the public 
interest for a Federal, State, or local 
public agency or private nonprofit or- 
ganization. In the case of a propri- 
etary institution of higher education, 
the employment may involve only 
work performed in the public interest 
for a Federal, State, or local public 
agency or private nonprofit. organiza- 
tion. 

For purposes of this paragraph, a 
proprietary institution of higher edu- 
cation also includes any nonprofit or- 
ganization owned or controlled by the 
proprietary institution or by the cor- 
poration, association, partnership or 
individual which owns or controls the 
proprietary institution. 

(2) Work for the institution itself 
may include work performed in those 
institutional operations which are 
typically performed by the institution 
for its students but which the institu- 
tion chooses to contract for. These op- 
erations include food service, cleaning, 
maintenance and security. However, 
tue contract between the institution 
and the private contractor must pro- 
vide that (i) the contractor will use a 
specific number of the institution’s 
students in carrying out the contract 
and (ii) the institution will select the 
students to be employed and deter- 
mine each student’s rate of pay. 

(3) If an institution is engaged in 
profitmaking activities, such as the op- 
eration or rental of athletic fields, 
auditoriums, theaters, and parking 
lots, employment in connection with 
those activities including administra- 
tive functions, is not considered work 
for the institution or work in the 
public interest unless that employ- 
ment is connected with events con- 
ducted as part of the educational, cul- 
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tural, or athletic programs of that in- 
stitution. 

(4) Work in the public interest. Work 
in the public interest means work that 
is devoted to the national or communi- 
ty welfare rather than to a particular 
interest or group. In no event is work 
considered in the public interest if (i) 
it is primarily for the benefit of the 
members of a limited membership or- 
ganization (such as a credit union, a 
fraternal or religious order, or a coop- 
erative), rather than for the public at 
large, (ii) it is performed for an elected 
official other than as part of the regu- 
lar administration of Federal, State, or 
local government, or (iii) it is work for 
which the political support or affili- 
ation of the student is taken into con- 
sideration. 

(b) General limitations on employ- 
ment. Employment provided under 
this part— 

(1) May not result in the displace- 
ment of employed workers, the impair- 
ment of existing contracts for services, 
nor the filling of positions that are 
vacant because the employer’s regular 
employees are on strike; 

(2) May not involve the construc- 
tion, operation, or maintenance of so 
much of any facility as is used or is to 
be used for sectarian instruction or as 
a place of religious worship; 

(3) May not involve any partisian or 
nonpartisan political activity associat- 
ed with a candidate or with a contend- 
ing faction or group in an election for 
public or party office; 

(4) May not involve any lobbying on 
the Federal level; 

(5) May not include any employment 
for the U.S. Office of Education; and 

(6) Must be governed by conditions 
of employment, including compensa- 
tion, that are appropriate and reason- 
able in light of such factors as type of 
work performed, geographical region, 
proficiency of the employee, and any 
applicable Federal, State, or local leg- 
islation. 

(c) (1) Agreement. Work for a Feder- 
al, State, or local public agency or pri- 
vate nonprofit organization, must be 
evidenced by a written agreement be- 
tween the institution and the employ- 
ing agency or organization containing 
the conditions for that work. (See Ap- 
pendix B for a sample agreement.) 
The institution may enter into such an 
agreement only with a reliable agency 
or organization with professional di- 
rection and staff. 

(2) The institution will be responsi- 
ble for insuring (i) that any disburse- 
ments for work performed under each 
agreement will be properly document- 
ed and (ii) that the work performed by 
each student will be properly super- 
vised and in accordance with the re- 
quirements of this part. 


(42 U.S.C, 2754) 
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. 


§ 175.23 Eligible employment. 


(a) General. For a position to be con- 
sidered eligible employment under this 
part, it must be one for which the em- 
ployer normally has compensated 
other persons not employed under this 
part. If no other person has held or is 
holding that position for that employ- 
er, it is one for which most other em- 
ployers would normally compensate 
persons holding that position. 

(b) Work for academic credit. Work 
which is otherwise eligible is not made 
ineligible because it satisfies a require- 
ment of a degree or a certificate. 


(42 U.S.C. 2754) 


§ 175.24 Establishment of wage rates. 


(a) Wage rates. Compensation under 
this part must be computed on an 
hourly wage rate basis for actual time 
on the job. Fringe benefits may not be 
included as part of the wage rate. Stu- 
dents may not ke compensated on a 
salary,, commission, or fee arrange- 
ment. 

(b) (1) Minimum rate. Except as pro- 
vided for in subparagraphs (2) and (3) 
of this paragraph, the minimum per- 
missible rate for a student employed 
under the work study program is $2.30 
an hour until June 30, 1978; $2.65 an 
hour from July 1, 1978 through June 
30, 1979; $2.90 an hour from July 1, 
1979 through June 30, 1980; $3.10 an 
hour from July 1, 1980 through June 
30, 1981; and $3.35 an hour after June 
30, 1981; or any higher minimum wage 
that is required under any applicable 
Federal, State, or local legislation. 

(2)4i) The Commissioner may ap- 
prove a rate of compensation lower 
than that established under subpara- 
graph (1) of this paragraph if excep- 
tional circumstances warrant a lower 
rate and the approval of a lower rate 
is not precluded by law and is consist- 
ent with and promotive of the pur- 
poses of this part. 

(ii) To receive approval to pay a 
lower rate, the institution must show 
that the lower rate is consistent with 
prevailing wage rates in its locality 
and on its own campus and otherwise 
conforms with the requirements of 
§ 175.22(b)(6). 

(3) If the Secretary of Labor has es- 
tablished a subminimum wage rate 
under provisions of the Fair Labor 
Standards Act for any category of stu- 
dents at an institution, that submini- 
mum wage rate is the minimum per- 
missible wage rate under this part for 
those students. 

(c) The wage rate established for 
each Work-Study position must meet 
the requirements of § 175.22(b)(6). 


(42 U.S.C. 2754) 
§ 175.25 Earnings attributable to cost of 
education. 
(a) Attribution. 


37939 


(1) The amount of CWS compensa- 
tion earned by a student to be applied 
to the student’s cost of education 
equals the difference between the stu- 
dent’s net earnings and any costs inci- 
dent to obtaining those earnings. If 
the student is employed under this 
part during a summer vacation period 
or other period when the student is 
not attending classes, that difference 
must be applied to the student’s cost 
of education during the next period of 
regular enrollment, except as provided 
in paragraph (c) of this section. 

(2) A student’s net earnings equal 
the difference between the student’s 
gross earnings and the taxes the stu- 
dent is required to pay on those earn- 
ings. 

(b) Incidental costs. 

(1) Costs incident to employment in- 
clude those costs the student incurs 
because of his or her job. Examples of 
those costs include’ transportation 
costs to and from the job and uni- 
forms. 

(2) If a student is on a 12-month 
budget only reasonable costs may be 
deducted from the student’s net earn- 
ings as costs incident to employment 
under paragraph (a) of this section. 

(3) If a student is not on a 12-month 
budget, the costs which may be de- 
ducted from the student’s net earnings 
as costs incident to employment 
during a summer vacation or compara- 
ble period not included in the stu- 
dent’s budget are the lesser of $300 or 
20 percent of the student’s net earn- 
ings. 

(4) Notwithstanding subparagraph 
(3) of this paragraph, if all the jobs 
reasonably available to a student for 
the period of employment described in 
subparagraph (3) require the student’s 
costs incident to employment to 
exceed the limit set forth in that sub- 
paragraph, the institution may allow 
necessary incidental costs up to the 
lesser of $600 or 40 percent of the stu- 
dent’s net earnings. 

(c) Twelve-month budget. (1) If the 
student is employed under this part 
during a summer vacation period, or 
other comparable period when the stu- 
dent is not attending classes, the insti- 
tution may include reasonable and 
necessary living and _ transportation 
costs incurred by the student for that 
period as part of the student’s cost of 
education if the expected family con- 
tribution of the student is calculated 
on a 12-month basis. 

(2) If a student is on a 12-month 
budget, the student’s net earnings for 
the summer or other vacation period 
are considered a part of the student’s 
financial aid package for that 12 
months. 


(42 U.S.C. 2754) 


FEDERAL REGISTER, VOL. 43, NO. 165—THURSDAY, AUGUST 24, 1978 





37940 


§ 175.26 Limitations on the Federal share 
of student compensation. 


(a)(1) Except as otherwise provided 
under paragraph (e) of this-section, 
the Federal share of compensation 
paid to students from CWS funds may 
not exceed 80 percent. (2) CWS funds 
may not be used to pay part of a stu- 
dent’s earnings after that student has 
earned $200 more than his or her fi- 
nancial need. 


(b) The Federal share of compensa- 


tion for employment under this part 
must be calculated on the basis of the 
hourly rate paid a student for actual 
time on the job. The following may 
not be included in determining the 
Federal share: 

(1) Fringe benefits such as paid sick 
leave, vacation pay, and holiday pay; 
or . 

(2) The employer’s’ contribution to 
social security, workmen’s compensa- 
tion, retirement, or any other welfare 
or insurance programs which must be 
paid by the employer on account of a 
student employed under this part. 

(c) If the institution arranges em- 
ployment for its students with a Fed- 
eral, State, or local public agency or a 
private nonprofit organization, the 
agreement under which that employ- 
ment is arranged may allow the insti- 
tution to recover from the agency or 
organization, 

(1) the non-Federal share of student 
compensation, 

(2) any required employer costs such 
as the employer’s share of Social Secu- 
rity or workmen’s compensation insur- 
ance to the extent that those costs are 
paid by the institution on account of 
the employment of its students by the 
agency or organization under that 
agreement, and 

(3) any costs of administration in- 
curred by the institution in adminis- 
tering the agreement, either directly 
or through an agent, to the extent 
that those costs are not covered by 
payments received by the institution 
under § 175.18(b). 

(d) Any funds an institution receives 
for a fiscal year under agreements 
with various employer organizations 
which exceed the cost the institution 
incurs in paying the non-Federal share 
of the compensation paid to its stu- 
dents and in administering the Work- 
Study Program must, 

(1) be used to reduce on a dollar for 
dollar basis the Federal share of com- 
pensation paid to its students, 

(2) be held in trust for off-campus 
student employment in the subse- 
quent fiscal year, or 

(3) be refunded to the off-campus or- 
ganization. 

(e)1) The Commissioner may ap- 
prove a Federal share of up to 100 per- 
cent of the compensation paid to stu- 
dents employed under this part if the 
institution, 
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(i) is designated as a ‘developing in- 
stitution of higher education” under 
part 169 of this title (45 CFR part 
169), or 

(ii) demonstrates that at least 50 
percent of its students who are en- 
rolled as at least half-time students 
have parents whose annual adjusted 
gross income is less than $7,500 per 
year. 

(2) The Commissioner will pay a 
Federal share of 100 percent only for 
that portion of compensation which 
exceeds, 

(i) the amount of compensation paid 
to students under this part during the 
12 months ending on June 30, 1976, or 

(ii) for institutions not participating 
in the College Work-Study Program 
during the 12 months ending on June 
30, 1976, an amount specified by the 
Commissioner. 

(3) In order to receive a Federal 
share of more than 80 percent for an 
award year, an institution must indi- 
cate its intent to request that waiver 
as part of its application for funds for 
that year under § 175.5. 


(42 U.S.C. 2754) 


§ 175.27 Nature and source of institutional 
share of student compensation. 


(a) An institution may use any 
source available to it, except Federal 
funds received under this part, to pay 
its share of the compensation paid to 
students employed under this part. 
The institution’s share may be paid in 
the form of services and equipment 
(including tuition, room, board, and 
books). All amounts claimed as non- 
cash contributions must be document- 
ed. Documentation may include a copy 
of a receipt given to the student em- 
ployee. In no case may a noncash pay- 
ment consist of remittal of a charge 
assessed against the student exclusive- 
ly because of the student’s employ- 
ment under the CWS program. 

(b) No institution may solicit or 
accept or permit any Federal, State, or 
local public agency or private nonprof- 
it organization, with which it has an 
agreement, to solicit or accept any fee, 
commission, or compensation of any 
kind, or any gift or gratuity as a con- 
sideration or a prerequisite for the em- 
ployment. of a _ particular student 
under the program. 


(42 U.S.C. 2754) 


§ 175.28 Multi-institutional arrangements. 


(a) General. (1) Eligible institutions 
may enter into a cooperative arrange- 
ment with each other (a ‘consor- 
tium’’) or may designate or create a 
public or private nonprofit agency, in- 
stitution, or organization to conduct 
their College Work-Study Programs. 

(2) Those institutions must sign a 
written agreement, 


(i) with all institutions in the consor- 
tium, or 

(ii) with the public or private non- 
profit agency, institution, or organiza- 
tion acting on their behalf. 

(3) The agreement specified in sub- 
paragraph (2) must: 

(i) Contain the terms, conditions, 
and assignment of responsibilities re- 
quired under this part (including re- 
sponsibilities for audits); and ; 

(ii) Designate an administrator as 
the grantee who will receive each in- 
stitution’s allocation. 

(b) Grantee’s agreement. The grant- 
ee designated in accordance with sub- 
paragraph (a)(3)(ii) must sign the 
agreement with the Commissioner re- 
quired by § 175.8. 

(c) Arrangements among institutions 
located in more than one State. (1) In- 
stitutions located in more than one 
State may designate a single adminis- 
trator for purposes of paragraphs (a) 
and (b) of this section and may file ap- 
plications as provided in paragraphs 
(d) and (e) of this section. 

(2) Only those institutions located 
within a single State will be considered 
a single institution, 

(i) for the purpose of entering into 
the agreement required by § 175.8, 
and, 

(ii) for the purpose of fund alloca- 
tion, expenditure, and reporting. 

(3) If institutions in a consortium 
are located in different States, no part 
of the funds allocated to an institution 
in one State under §§ 175.3 and 175.4 
may be used for the compensation of 
students enrolled in an institution lo- 
cated in a different State. 

(d) Consortia consisting of institu- 
tions which do not participate in the 
national direct student loan or supple- 
mental educational opportunity 
grants programs. The _ designated 
grantee of a consortium composed of 
institutions in any one State may: 

(1) Enter into an agreement with the 
Commissioner under § 175.8 on behalf 
of all those institutions which do not 
also participate in the NDSL and/or 
SEOG programs. The institutions par- 
ticipating in that agreement will be 
considered a single institution for pur- 
poses of fund allocation, expenditure, 
and reporting; 

(2) File a single application under 
§ 175.5 on behalf of those institutions 
in the consortium which are all locat- 
ed within a single State; and 

(3) Comply with the recordkeeping 
and reporting requirements of § 175.19. 

(e) Consortia which include partici- 
pants in the national direct student 
loan or supplemental educational 
grants programs. If any institution in 
a consortium participates in the NDSL 
and/or SEOG programs, that institu- 
tion may not be included with any 
other institution in the agreement re- 
quired by § 175.8 and must: 
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(1) Enter into its own agreement 
with the Commissioner under § 175.8; 

(2) File its own application under 
§ 175.5, in which it indicates that its 
college work-study request is to be ad- 
ministered by its designated grantee, 
and lists the other institutions in the 
consortium; and 

(3) Comply with all recordkeeping 
and reporting requirements of § 175.19. 


(42 U.S.C. 2753) 


Subpart B—Job Location and 
Development Program | 


§ 175.31 Purpose. 


The purpose of the job location and 
development program is to expand off- 
campus employment opportunities for 
all students, without regard to need, 
who are enrolled in an eligible institu- 
tion and who desires to work. 


(42 U.S.C. 2756a.) 


§ 175.32 Definition. 


For purposes of this subpart, “‘insti- 
tution” means an eligible institution 
as defined in § 175.2 or a group of eligi- 
ble institutions participating in the 
college work-study program as a single 
entity in a multi-institutional arrange- 
ment pursuant to § 175.28. 


(42 U.S.C, 2756a.) 


§ 175.33 Federal contribution. 


For each award year an institution 
participating in the CWS program 
may use up to 10 percent of the Feder- 
al funds allocated to it under this part 
or $15,000, whichever is less, to estab- 
lish and operate a job location and de- 
velopment program for its students or 
to expand an existing one. 


(42 U.S.C. 2756a.) 


§ 175.34 Allowable costs. 


(a) Allowable costs are those costs 
that are reasonably related to carrying 
out a job location and development 
program authorized under this sub- 
part. 

(b) Allowable costs do not include 
the purchase, construction, renova- 
tion, or alteration of physical facili- 
ties, or indirect administrative costs. 


(42 U.S.C. 2756a.) 


§ 175.35 Federal share of allowable costs. 


Funds received by the institution 
under § 175.33 may be used to pay up 
to 80 percent of allowable costs. 


(42 U.S.C. 2756a.) 


§ 175.36 Institutional share of allowable 
costs. 


The institutional share may be cash 
or in kind. No Federal funds received 
under subpart A may be used as the 
institutional share under this subpart. 
The institution must maintain sup- 
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porting records to indicate the amount 
and sources of its matching share. 


(42 U.S.C. 2756a.) 


§ 175.37 Multi-institutional job location 
and development programs and con- 
tractual arrangements with nonprofit 
organizations. 


(a) Institutions participating in the 
CWS program may enter into a coop- 
erative arrangement with each other 
to establish and operate a job location 
and development program to serve stu- 
dents enrolled in any institution in the 
cooperative arrangement. 

(b) An institution participating in 
the CSW program may, separately or 
in combination with other participat- 
ing institutions, enter into an arrange- 
ment with a nonprofit organization 
under which the nonprofit organiza- 
tion will establish and operate a job lo- 
cation and development program for 
students enrolled at the institution(s). 
The institution(s) may enter into that 
arrangement only with a reliable orga- 
nization with professional direction 
and staff. 

(c) Each institution must sign a writ- 
ten agreement with (1) all other insti- 
tutions participating in the coopera- 
tive arrangement, or (2) the nonprofit 
organization acting on its behalf. The 
agreement must: 

(1) Designate the administrator of 
all job location and development pro- 
gram; 

(2) Contain the terms, conditions, 
and performance standards of the pro- 
gram; and 

(3) Provide for the fulfillment of the 
audit requirement stated in paragraph 
(d) of this section. 

(d) The administrator of a coopera- 
tive arrangement or the nonprofit or- 
ganization operating a program on the 
institution’s behalf must: 

(1) Have an audit performed in ac- 
cordance with § 175.19(d); and 

(2) Provide one copy of the audit to 
each institution participating in the 
arrangement and one copy to the re- 
gional office of the Department of 
Health, Education, and Welfare Audit 
Agency in accordance with § 175.19(e). 

(e) Each institution retains responsi- 
bility for the proper expenditure of 
Federal funds which it contributes to 
a cooperative arrangement or which 
are administered on its behalf by a 
nonprofit organization. 


(42 U.S.C. 2756a.) 


§ 175.38 General restrictions. 


A job location and development pro- 
gram operated under this subpart may 
not: 

(a) Be used to locate or develop jobs 
involving work for any eligible institu- 
tion; 
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(b) Be used to locate and develop 
jobs for students to obtain upon grad- 
uation; or 

(c) Result in the displacement of em- 
ployed workers or impair existing con- 
tracts for services. 


(42 U.S.C. 2756a.) 


§ 175.39 Agreement. 


An institution participating in the 
CWS program which desires to estab- 
lish or expand a job location and de- 
velopment program must enter into an 
agreement with the Commissioner for 
that purpose. The agreement must 
provide: 

(a) That the Federal share of the 
cost of any program under this sub- 
part paid from funds allocated to the 
institution under §175.4 will not 
exceed 80 percent; 

(bo) Satisfactory assurance that 
funds available under this subpart will 
not be used to locate or develop jobs at 
an eligible institution; 

(c) Satisfactory assurance that the 
institution will continue to spend in its 
own job location and development pro- 


‘grams, from sources other than funds. 


received under this subpart, not less 
than the average expenditures per 
year made during the most recent 
three fiscal years preceding the effec- 
tive date of the agreement; 

(d) Satisfactory assurance’ that 
funds available under this subpart will 
not be used for the location or devel- 
ecpment of jobs for students to obtain 
upon graduation, but rather for the lo- 
cation and development of jobs availa- 
ble to students during and between pe- 
riods of attendance at the institution; 

(e) Satisfactory assurance that the 
location or development of jobs by 
programs assisted under this subpart 
will not result in the displacement of 
employed workers or impair existing 
contracts for services; 

(f) Satisfactory assurance that Fed- 
eral funds used for the purposes of 
this subpart can realistically be ex- 
pected to help generate student wages 
exceeding in the aggregate the 
amount of those Federal funds; 

(g) Satisfactory assurance that if 
Federal funds are used to contract 
with another organization, appropri- 
ate performance standards are part of 
that contract; and 

(h) That the institution will submit 
to the Commissioner an annual report 
on the uses made of funds provided 
under this subpart and an evaluation 
of the effectiveness of the program in 
benefiting the students of the institu- 
tion. 


(42 U.S.C. 2756a.) 


§ 175.40 Maintenance of effort. 


(a) For each award year in which the 
institution receives funds allocated 
under this part to support a job loca- 
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tion and development program, the in- 
stitution must continue to spend in its 
own job location and development pro- 
gram, from sources other than funds 
received under this part, not less than 
the average expenditures per year 
made during the most recent three 
award years preceding the effective 
date of its agreement with the Com- 
missioner. 

(b) An institution’s ‘‘own job loca- 
tion and development program” in- 
cludes any expenditure of institutional 
funds to create employment opportu- 
nities off-campus for enrolled stu- 
dents. Such expenditures include, but 
are not limited to, staff salaries, relat- 
ed travel costs, printing and mailing 
costs, telephone charges, and costs of 
equipment furnished by the institu- 
tion for use in its job location and de- 
velopment program. 


(42 U.S.C. 2756a.) 


§ 175.41 Procedures and records. 


Procedures and records concerning 
the administration of a job location 
and development program established 
and operated under this subpart are 
governed by applicable provisions of 
§ 175.19. 


(42 U.S.C. 2756a.) 


§ 175.42 Termination and suspension. 


(a) Any termination or suspension 
actions taken by the Commissioner 
under Part 168 of title 45 of the Code 
of Federal Regulations with regard to 
an institution’s CWS program will 
apply also to its job location and devel- 
opment program. 

(b) If assistance is terminated under 
this subpart, financial obligations in- 
curred by the institution before the ef- 
fective date of the termination will be 
allowable to the extent that they 
would have been allowable had such 
assistance not been terminated, except 
that (1) no obligations incurred during 
the period in which that assistance 
was suspended and no obligations in- 
curred in anticipation of suspension or 
termination will be allowed and (2) the 
institution must cancel as many out- 
standing obligations as possible. 


(42 U.S.C. 2756a.) 
APPENDIX A 


ALLOTMENTS OF FUNDS TO STATES FOR FISCAL 


$5,802,379 
222.401 
2,163,160 
3,357,696 
19,625,311 
2,643,202 
2,537,476 
520,542 
1,110,472 
6,830,771 
6,390,308 
796,559 
899,577 
10,371,320 
5,396,896 


Arkansas... 
California 
Colorado 
Connecticut . 
Delaware 
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APPENDIX A—Continued 


Iowa 
Kansas 
Kentucky 
Louisiana. 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 
New Hampshire 
NN I icin crecisanaigaaickdlesncarinacieniieareaeesive 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 
Outlying areas 


3,925,939 
2,844,022 
4,770,515 
5,759,805 
1,156,396 
3,549,625 
5,863,354 
9.157.777 
4.773.195 
4,885,174 
5,420,293 
933,670 
2,015,607 
335,527 
767.114 
5,111,397 
1,548,112 
16,923,121 
8.181.440 
1,067,895 
10,424.770 
8,522,127 
2,401,584 
12,087,462 
995,991 
4,483,023 
1,185,126 
5,964,544 
14,171,730 
1,532,910 
613,709 
5,605,999 
3,641,590 
2,934,188 
5,012,671 
416,528 
4.748.000 































































































237,400,000 


‘Outlying areas include Puerto Rico, Virgin Is- 
lands, Guam, American Samoa, and Trust Territory 
of the Pacific Islands. 


APPENDIX B 


MODEL OFF-CAMPUS AGREEMENT 


(The paragraphs below are suggested as 
models for the development of a written 
agreement between an institution of higher 
education and a Federal, State, or local 
public agency or private nonprofit organi- 
zation which provides for employment of 
college students participating in the college 
work-study program. Institutions and agen- 
cies or organizations may devise additional 
or substitute paragraphs which are not in- 
consistent with the statute or regulations.) 

This agreement is entered into between 
, hereinafter known 

“Institution,” and 

, hereinafter known as the “Or- 
ganization,” a (Federal, State, or local public 
agency), (private nonprofit organization), 
(strike one), for the purpose of providing 
work to students eligible to participate in 
the college work-study program. 

Schedules to be attached to this agree- 
ment from time to time must be signed by 
an authorized official of the institution and 
of the organization and must set forth brief 
descriptions of the work to be performed by 
students under this agreement, the total 
number of students to be employed, the 
hourly rates of pay, and the average 
number of hours per week each student will 
be used. These schedules will also state the 
total length of time the project is expected 
to run, the total percent, if any, of student 
compensation that the organization will pay 
to the institution, and the total percent. if 
any, of the cost of employers’ payroll contri- 
bution to be borne by the organization. The 
institution will inform the organization of 
the maximum number of hours per week a 
student may work. 





Students will be made available to the or- 
ganization by the institution for perform- 
ance of specific work assignments. Students 
may be removed from work on a particular 
assignment or from the organization by the 
institution, either on its own initiative or at 
the request of the organization. the organi- 
zation agrees that no student will be denied 
work or subjected to different treatment 
under this agreement on the grounds of 
race, color, national origin, or sex, and that 
it will comply with the provisions of the 
Civil Rights Act of 1964 (Pub. L. 88-352: 78 
Stat. 252) and Title IX of the Education 
Amendments of 1972 (Pub. L. 92-318) and 
the Regulations of the Department of 
Health, Education, and Welfare which im- 
plement those Acts. 

(Where appropriate any of the following 3 
paragraphs or other provisions may be in- 
cluded.) 

(1) Transportation for students to and 
from their work assignments will be pro- 
vided by the organization at its own expense 
and in a manner acceptable to the institu- 
tion. 

(2) Transportation for students to and 
from their work assignments will be pro- 
vided by the institution at its own expense. 

(3) Transportation for studenis to and 
from their work assignments will not be pro- 
vided by either the institution or the organi- 
zation. 

(Whether the institution or the organiza- 
tion will be considered the employer of the 
students covered under the agreement de- 
pends upon the specific arrangement as to 
the tupe of supervision exercised by the orga- 
nization. It is advisable to include some 
provision to indicate the intent of the par- 
ties as to who is considered the emplover. As 
appropriate, one of the following two para- 
graphs may be included. )* 

(1) The institution is considered the em- 
ployer for purposes of this agreement. It 
has the ultimate right to contiv! and direct 
the services of the student for the organiza- 
tion. It also has the responsibility to deter- 
mine that the students meet the eligibility 
requirements for employment under the col- 
lege work-study program, to assign students 
to work for the organization, and to deter- 
mine that the students do perform their 
work in fact. The organization's right is lim- 
ited to direction of the details and means by 
which the result is to be accomplished. 

(2) The organization is considered the em- 
ployer for purposes of this agreement. It 
has the right to control and direct the ser- 
vices of the student, not only as to the 
result to be accomplished, but also as to the 
means by which the result is to be accom- 
plished. The institution is limited to deter- 


*(It should be noted that although the 
following paragraphs attempt to fix the 
identity of the employer, they will not nec- 
essarily be determinative if the actual facts 


indicate otherwise. Additional wording 
which specifies the employer’s responsibili- 
ty in case of injury on the job may also be 
advisable, since Federal funds are not avail- 
able to pay for hospital expenses or claims 
in case of injury on the job. In this connec- 
tion it may be of interest that one or more 
insurance firms in at least one State have in 
the past been willing to write a workmen's 
compensation insurance policy which covers 
a student’s injury on the job regardless of 
whether it is the institution or the organiza- 
tion which is ultimately determined to have 
been the student's employer when he or she 
was injured.) 
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mining that the students meet the eligibil- 
ity requirements for employment under the 
college work-study program, to assigning 
students to work for the organization, and 
to determining that the students do per- 
form their work in fact. 

(Wording of the following nature may be 
included, as appropriate, to locate responsi- 
bility for payroll disbursements and pay- 
ment of employers’ payroll contributions.) 
Compensation of students for work per- 
formed on a project under this agreement 
will be disbursed—and all payments due as 
an employer’s contribution under State or 
local workmen’s compensation laws, under 
Federal or State social security laws, or 
under other applicable laws, will be made— 
by the (organization) (institution) (strike 
one). 

(Where appropriate any of the following 
paragraphs may be included.) 

(1) At times agreed upon in writing, the 
organization will pay to the institution and 
amount calculated to cover the organiza- 
tion’s share of the compensation of students 
employed under this agreement. 

(2) In addition to the payment specified in 
paragraph (1) above, at times agreed upon 
in writing, the organization will pay, by way 
of reimbursement to the institution, or in 
advance, an amount equal to any and all 
payments required to be made by the insti- 
tution under State or local workmen’s com- 
pensation laws, or under Federal or State 
social security laws, or under any other ap- 
plicable laws, on account of students partici- 
pating in projects under this agreement. 

(3) At times agreed upon in writing, the 
institution will pay to the organization an 
amount calculated to cover the Federal 
share of the compensation of students em- 
ployed under this agreement and paid by 
the organization. Under this arrangement 
the organization will furnish to the institu- 
tion for each payroll period the following 
records for review and retention: 

a) Time reports indicating the total hours 
worked each week and containing the super- 
visor’s certification as to the accuracy of the 
hours reported and of satisfactory perform- 
ance on the part of the students; 

(b) A payroll form identifying the period 
of work, the name of each student, each stu- 
dent’s hourly wage rate, the number of 
hours each student worked, each student’s 
gross pay, all deductions and net earnings, 
and the total Federai share applicable to 
each payroll; “and 

(c) Documentary evidence that students 
received payment for their work, such as 
photographic copies of cancelled checks. 


3. Part 176 of Title 45 of the Code of 
Federal Regulations is amended to 
read as follows: 


PART 176—SUPPLEMENTAL EDUCA- 


TIONAL 
PROGRAM 


Sec. 

176.1 Purpose. 

176.2 Definitions. 

176.3 Apportionment 
ment. 


OPPORTUNITY GRANT 


and reapportion- 


‘(These forms, when accepted, must be 
countersigned by the institution as to hours 
worked and satisfactory performance, as 
well as to the accuracy of the total Federal 
share which is to be reimbursed to the off- 
campus organization.) 
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Sec. 

176.4 Allocation, reallocation, and payment 
of funds to institutions. 

i76.5 Institutional applications. 

176.6 Funding procedures. 

176.7 Application review and approval of 
request. 

176.8 Institutional agreement. 

176.9 Student eligibility. 

176.10 Special sessions. 

176.11 Cost of education. 

176.12 Expected family contribution. 

176.13 Approved need analysis systems. 

176.14 Coordination of student financial 
aid programs, grant amount, and over- 
award. 

176.15 Coordination with BIA grants. 

176.16 Payment of grant. 

176.17 Federal interest in allocated funds. 

176.18 Use of funds. 

176.19 Fiscal procedures and records. 

176.20 Maintenance of effort. 

176.21 Transfer of funds. 

176.22 Duration of student eligibility. 

176.23 Types of grant awards. 

176.24 Amount of grant. 

Appendix A—Allotment of funds to States 
for fiscal year 1972. 

AvutTuHority: Sec. 131(b)(1) of Title I of 
Pub. L. 92-318, 86 Stat. 251-255 as amended 
(20 U.S.C. 1070b), unless otherwise noted. 


§ 176.1 


The purpose of the Supplemental 
Educational Opportunity Grants (Sup- 
plemental Grants or SEOG) program 
is to help students with exceptional fi- 
nancial need meet the costs of postsec- 
ondary education. 


(20 U.S.C. 1070b.) 


§ 176.2. Definitions. 

For the purposes of this part: 

“Academic year’ means a period of 
time generally of not less than 8 
months in which a full-time student 
would normally be expected to com- 
piete the equivalent of two semesters, 
two trimesters, three quarters, or 900 
clock hours of instruction. 

“Act” means Title IV-Part A Sub- 
part 2 of the Higher Education Act of 
1965, as amended. 

“Award year’? means the period of 
time between July 1 of one year and 
June 30 of the next year. 

“Basic Educational Opportunity 
Grants Program,” “‘Basic Grant Pro- 
gram,” or “BEOG” means the grant 
program authorized by Title IV-A, 
Subpart 1 of the Higher Education Act 
of 1965, as amended. 


(20 U.S.C. 1070a.) 


“Campus-based programs’ means 
the National Direct Student Loan 
(NDSL) (45 CFR Part 144), the Col- 
lege Work-Study (CWS) (45 CFR Part 
175), and the Supplemental Educa- 
tional Opportunity Grants (SEOG) 
(45 CFR Part 176) programs. 

“Clock hour” means a period of time 
which is the equivalent of (a) a 50 to 
60 minute class, lecture or recitation 
or (b) a 50 to 60 minute faculty super- 


Purpose. 
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vised laboratory, shop training, or in- 
ternship. 

“College Work-Study Program” or 
“CWS program” is the federally-sup- 
ported program of part-time employ- 
ment authorized by Title IV, Part C, 
of the Higher Education Act of 1965. 


(42 U.S.C. 2751-2756.) 


“Commissioner” means the United 
States Commissioner of Education or 
his or her designee. 


(20 U.S.C. 1141(f).) 


“Continuing grant’? means a Supple- 
mental Grant that does not qualify as 
an “initial grant.” 

“Dependent student” means any stu- 
dent who does not qualify as a ‘“self- 
supporting or independent student.” 

“Eligible program” in a public or 
non-profit private college, university, 
junior college, community college or 
vocational school, means an under- 
graduate program of education or 
training which: 

(a) Admits as regular students only 
(1) Persons having a certificate of 
graduation from a secondary school 
(high school graduates), or the recog- 
nized equivalent of that Certificate, a 
Genera! Education Development Cer- 
tificate (GED), or 

(2) Persons beyond the age of com- 
pulsory school attendance in the State 
in which the institution is located who 
have the ability to benefit from the 
education or training offered, 

(b)(1) Leads to a bachelors, asso- 
ciate, or undergraduate professional 
degree, or 

(2) Is at least a two-year program 
which is acceptable for full credit 
toward a bachelors degree, or 

(3) Leads to a certificate or degree, is 
at least one year in length and pre- 
pares students for gainful employment 
in a recognized occupation. A one year 
program of training is defined in the 
definition of “institution of higher 
education:” 

“Eligible program” in a proprietary 
institution of higher education, means 
a program of training which: 

(a) Admits as regular students only 
high school graduates, or GED recipi- 
ents, 

(b) Leads to a degree or certificate, 

(c) Prepares students for gainful em- 
ployment in a recognized occupation, 
and 

(d) Is at least a 6-month program as 
defined. in the definition of “propri- 
etary institution of higher education.” 

“Expected family contribution of a 
dependent student” means the 
amount which reasonably may be ex- 
pected from the student and his or her 
spouse and parents to meet the stu- 
dent’s cost of education. 

“Expected family contribution of an 
independent or self-supporting stu- 
dent’’ means the amount which rea- 
sonably may be expected from the stu- 
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dent and his or her spouse to meet the 
student’s cost of education. 

“Financial need” means the differ- 
ence between a student’s cost of educa- 
tion and his or her expected family 
contribution. 

“Good standing” means the eligibil- 
ity of a student to continue in attend- 
ance in accordance with the standards 
and practices of the institution at 
which the student is enrolled. 

“Guaranteed Student Loan Pro- 
gram” or “GSL program” means the 
student loan program authorized by 
title IV, part B of the Higher Educa- 
tion Act of 1965, as amended. 


(20 U.S.C. 1071-1087-4.) 


“Half-time student” means a student 
who is carrying any combination of 
courses, research, or special studies 
which the institution in which the stu- 
dent is enrolled considers at least half- 
time study. However, the course work 
and activities must amount to the 
equivalent of a.mimimum of (a) 6 se- 
mester hours or 6 quarter hours per 
academic term for institutions using 
standard semester, trimester, or quar- 
ter hour systems; (b) 12 semester 
hours or 18 quarter hours per aca- 
demic year for institutions which 
measure progress in terms of credit 
hours but which do not use standard 
semester, trimester, or quarter sys- 
tems; or (c) 12 clock hours per week 
for institutions which use clock hours 
to measure progress. All students en- 
gaged in a program of study by corre- 
spondence which is offered as requir- 
ing at least 12 hours of preparation a 
week are considered half-time students 
for purposes of this part. 


(20 U.S.C. 1088(¢)(2).) 


“Initial grant’ means the first 
SEOC awarded and paid to a student 
by any institution for an academic 
year, or for a portion of an academic 
year if the student was not enrolled 
for the entire academic year. 

“Institution of higher education” 
means an educational institution in 
any State which (a) admits as regular 
students only persons (1) who have a 
certificate of graduation from a school 
providing secondary education, (2) 
who have the recognized equivalent of 
that certificate, or (3) who are beyond 
the age of compulsory school attend- 
ance in the State in which the institu- 
tion is located and have the ability to 
benefit from the training offered by 
the institution; (b) is legally author- 
ized within that State to provide a pro- 
gram of education beyond secondary 
education; (c) provides an educational 
program for which it awards a bache- 
lor’s degree or provides not less than a 
2-year program which is acceptable for 
full credit toward that degree; (d) is a 
public or other nonprofit institution; 
and (e)(1) is accredited by a nationally 
recognized accrediting agency or asso- 
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ciation, or (2) in the case of a public 
institution offering postsecondary vo- 
cational education, is approved by a 
State approval agency recognized by 
the Commissioner as a reliable author- 
ity as to the quality of public postsec- 
ondary vocational education in that 
State, or (3) is an insititution with re- 
spect to which the Commissioner has 
determined that there is satisfactory 
assurance, considering the resources 
available to the insititution, the period 
of time, if any, during which it has op- 
erated, the effort it is making to meet 
accreditation standards, and the pur- 
pose for which this determination is 
being made, that the institution will 
meet the accreditation standards of a 
nationally recognized accrediting 
agency or association within a reason- 
able time, or (4) is an institution 
whose credits are accepted on transfer, 
by not less than three institutions 
which are so accredited, for credit on 
the same basis as if transferred from 
an accredited institution. 

The term “institution of higher edu- 
cation” also includes any school which 
provides not less than a l-year pro- 
gram of training to prepare students 
for gainful employment in a recog- 
nized occupation and which meets the 
provisions of paragraphs (a), (b), (dq), 
and (e) of this definition. For purposes 
of this part a l-year program of train- 
ing for institutions using a standard 
semester, trimester, or quarter system 
means a program of at least 24 semes- 
ter or trimester hours or 36 quarter 
hours. For institutions not using 
standard terms, a l-year program of 
training means a program of study in 
which a student will receive supervised 
training totaling at least 900 clock 
hours of instruction. 

The term “institution of higher edu- 
cation” also includes any proprietary 
institution of higher education which 
has an agreement with the Commis- 
sioner containing those terms and con- 
ditions the Commissioner determines 
to be necessary to insure that the 
availability of assistance to students at 
the school under this part has not re- 
sulted, and will not result, in an in- 
crease in tuition, fees, or other 
charges. 


(20 U.S.C. 1087-1(b), 1088(b) and 1141(a).) 


“National Direct Student Loan Pro- 
gram” or ‘“‘NDSL program” is the stu- 
dent loan program authorized by title 
IV, part E of the Higher Education 
Act of 1965. 


(20 U.S.C. (1087 aa-ff).) 


“National of the United States” 
means (a) a citizen of the United 
States, or (b) a person who, though 
not a citizen of the United States, 
owes permanent allegiance to the 
United States. 


(8 U.S.C. 1101(a) (22).) 


“Nonprofit” as applied to a school, 
agency, organization, or institution, 
means a school, agency, organization, 
or institution owned and operated by 
one or more nonprofit corporations or 
associations, no part of the net earn- 
ings of which benefits, or may lawfully 
benefit, any private shareholder or in- 
dividual. 


(20 U.S.C. 1141(c).) 


‘‘Payment period” means a semester, 
trimester, or quarter, however, for in- 
stitutions which do not use those aca- 
demic periods, it is the period between 
the beginning and the midpoint or be- 
tween the midpoint and the end of an 
academic year. 

“Proprietary institution of higher 
education” means a school which (a) 
provides not less than a 6-month pro- 
gram of training to prepare students 
for gainful employment in a recog- 
nized occupation, (b) admits as regular 
students only persons having a certifi- 
cate of graduation from a school pro- 
viding secondary education or the rec- 
ognized equivalent of such a certifi- 
cate, (c) is legally authorized by the 
State in which it is located to provide 
a program of education beyond sec- 
ondary education, (d) is accredited by 
a nationally recognized accrediting 
agency or association approved by the 
Commissioner for this purpose, (e) is 
not a public or other nonprofit institu- 
tion, and (f) has been in existence for 
at least 2 years. 


For purposes of this part a 6-month 
program of training for institutions 
using a standard semester, trimester, 
or quarter system means a program of 
at least 16 semester or trimester hours 
or 24 quarter hours. For institutions 
not using those standard terms, a 6- 
month program of training means a 
program of study, which does not in- 
clude study by correspondence, in 
which a student will receive supervised 
training totaling at least 600 clock 
hours of instruction, or, in the case of 
a program offered by correspondence, 
a program of study requiring at least 
600 hours of preparation. 


(20 U.S.C. 1088(b)(3).) 


“Self-supporting or Independent 
Student” means a student who: 

(a) Has not and will not be claimed 
as an exemption for Federal income 
tax purposes by any other person 
except his or her spouse for the calen- 
dar year(s) in which aid is received or 
the calendar year prior to the aca- 
demic year for which aid is requested; 

(b) Has not received and will not re- 
ceive financial assistance of more than 
$600 from his or her parent(s) in the 
calendar year(s) in which aid is re- 
ceived or the calendar year prior to 
the academic year for which aid is re- 
quested, and 
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(c) Has not lived or will not live for 
more than 2 consecutive weeks in the 
home of a parent during the calendar 
year in which aid is received or the 
calendar year prior to the academic 
year for which aid is requested. 


For purposes of this paragraph, a stu- 
dent will not be considered’ to have 
been claimed as an exemption by a 
parent, or to have received $600 from 
a parent, or to have lived with a 
parent if that parent has died prior to 
the student’s submission of an applica- 
tion for a grant and if no person, other 
than the student’s spouse, provides or 
will provide more than one-half of the 
student’s support for the first calen- 
dar year in which assistance is request- 
ed. 

(t) “State” means, in addition to the 
several States of the Union, the Dis- 
trict of Columbia, the Commonwealth 
of Puerto Rico, Guam, American 
Samoa, the Trust Territory of the Pa- 
cific Islands, the Virgin Isiands, and 
the Northern Mariana Islands. 


(20 U.S.C. 1141(b); 20 U.S.C. 1088(a).) 


“State Student Incentive Grant Pro- 
gram” means the program authorized 
by title IV-A, subpart 3, of the Higher 
Education Act of 1965. 


(20 U.S.C. 1070c-1070c-4.) 


“Undergraduate student” means a 
student enrolled in an undergraduate 
course of study in an institution of 
higher education who; 

(a) Has not been awarded a bacca- 
laureate or first professional degree, 
and 

(b) Is in an undergraduate course of 
study which usually does not exceed 4 
years, or is enrolled in a 5-year pro- 
gram designed to lead to a first degree. 
(A student enrolled in any other 
length program is considered an un- 
dergraduate student for only the first 
4 years.) 


(20 U.S.C, 1070b unless otherwise noted). 


§ 176.3 Apportionment and 
ment. 


(a) Initial grant—apportionment.— 
(1) Ninety percent of the sums appro- 
priated for making initial grants for 
any fiscal year will be apportioned as 
set forth in section 413D(a) of the Act. 

(2) After making the apportion- 
ments of funds specified in paragraph 
(a\(1) of this section, the Commission- 
er will apportion the sums remaining 
for initial grants to those State(s) 
which received the lowest percentage 
of approved requests for funds for ini- 
tial grants as a result of the apportion- 
ment under subparagraph (a)(1), so 
that no State will receive less than a 
uniform minimum percentage of its 
total approved requests for funds for 
initial grants. 

(b) Initial grants—reapportion- 
ment.—The amount of any State’s ap- 


reapportion- 
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portionment under subsection (a) 
which exceeds the total amount of ap- 
proved requests for funds for initial 
grants of the institutions of higher 
education in that State or which has 
not been transferred to carry out the 
State student financial assistance 
training program will be _ reappor- 
tioned among the remaining States in 
such a manner that no State will re- 
ceive less than a uniform minimum 
percentage of its total approved re- 
quests for funds for initial grants. 

(c) Continuing grants—apportion- 
ment.—The Commissioner will appor- 
tion the sums appropriated for con- 
tinuing grants among the States in 
such a manner that each State will re- 
ceive the same percentage of the total 
of its approved requests for funds for 
continuing grants. 

(d) Continuing grants—reapportion- 
ment.—Any funds apportioned under 
paragraph (c) of this section which are 
later determined by the Commissioner 
to be in excess of the total amount re- 
quired by any State for continuing 
grants or which have not been trans- 
ferred to carry out the State student 
financial assistance training program 
will be reapportioned among the re- 
maining States in such a manner as 
the Commissioner determines will best 
achieve the purpose of the program. 


(20 U.S.C. 1070b-3) 


(e) Amounts to be transferred to the 
State student financial assistance 
training program.—(1) The Commis- 
sioner may transfer an amount equal 
to 0.05 percent of each State’s initial 
apportionment, as determined under 
paragraphs (a) and (c) of this section, 
cr $10,000, whichever is less, to that 
State under the State student finan- 
cial assistance training program au- 
thorized under section 493C of the 
Higher Education Act of 1965, if the 
State has submitted an approved ap- 
plication. 

(2) Funds reserved for transfer to 
the State student financial assistance 
training program which have not been 
granted to the appropriate agency by 
the end of the fiscal year for which 
appropriated will then be returned to 
that State’s apportionment and may 
be apportioned on an equitable basis 
to one or more institutions in that 
State. 


(20 U.S.C. 1088-3) 


§ 176.4 Allocation, reallocation and pay- 
ment of funds to institutions. 


(a) Allocation of funds to institu- 
tions.—(1) When funds available for 
distribution among institutions within 
a State for initial grants are not suffi- 
cient to honor all approved requests 
from institutions within the State, 
those sums which are available wiil be 
distributed on a pro rata basis among 
all institutional applicants in the same 
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ratio that the total funds available for 
the State, including any reapportion- 
ments, bears to the total approved re- 
quests for that State. (2) When funds 
available for distribution among the 
institutions within a State for continu- 
ing grants are not sufficient to honor 
all approved requests of institutions 
within the State, the sums that are 
available will be distributed on a pro 
rata basis among all institutional ap- 
plicants in the same ratio that the 
total funds available for the State, in- 
cluding any reapportionments, bears 
to the total approved requests for that 
State. 

(b) Reallocation of funds. Funds al- 
located to an institution for initial 
grants which the institution antici- 
pates will not be used by the end of 
the period for which the funds were 
made available may be reallocated on 
an equitable basis to other institutions 
in that State or, if no institution in 
that State has a need for the funds, 
they may be reappportioned in accord- 
ance with §176.3 for use in other 
States. Similarly, funds allocated to an 
institution for continuing grants 
which the institution anticipates will 
not be used by the end of the period 
for which the funds were made availa- 
ble may be reallocated on an equitable 
basis to other institutions in that 
State or, if no institution in that State 
has a need for those funds, they may 
be reapportioned in accordance with 
§ 176.3 for use in other States. 

(c) Payment of funds. Funds will be 
made available for both initial and 
continuing grants for a specific period 
of time as determined by the Commis- 
sioner and may be payable in advance 
or by way of reimbursement on the 
basis of substantiated need and period- 
ic fiscal reports submitted by the insti- 
tution. 


(20 U.S.C. 1070b-3) 


§ 176.5 Institutional Applications. 


(a) Definitions. For purposes of this 
section and section 176.6. 

(1) “Base year’ means the 12-month 
period ending on the June 30, preced- 
ing the closing date for filing the ap- 
plication; 

(2) “Prior year’ means the 12-month 
period preceding the base year; 

(3) “Current year’ means the 12- 
month period ending on the June 30, 
immediately following the closing date 
for filing the application; 

(4) “Request year’ means the 12- 
month period beginning on the July 1, 
immediately following the closing date 
for filing the application; and 

(5) “Enrollment factor’? means— 

(i) For an institution which typically 
admits most new students in the fall, 
the factor obtained by dividing the 
opening fail enrollment for the cur- 
rent year by the opening fall enroll- 
ment for the base year; or 
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(ii) For an institution which does not 
typically admit most new students in 
the fall, the factor obtained by divid- 
ing the total enrollment for the base 
year by the total enrollment for the 
prior year. 

(b)(1) If an institution wishes to par- 
ticipate in any of the campus-based 
programs, it must file an application 
with the Commissioner before an an- 
nually established closing date. The 
application must be filed in the form 
prescribed by the Commissioner and 
must contain the information needed 
by the Commissioner to carry out the 
evaluation specified in § 176.6. The ap- 
plication must also contain the infor- 
mation needed to determine whether 
the institution is in compliance with 
the maintenance of effort require- 
ments set forth in § 176.20. 

(2) The application must be signed 
by the official authorized to submit 
the application and must contain the 
names of the institution’s Director of 
Student Financial Aid and of the indi- 
vidual or official who will be responsi- 
ble for the receipt, custody, and dis- 
bursement of Federal funds. The ap- 
plication must also contain the follow- 
ing enrollment information: 

(i) For an institution which typically 
admits most new students in the fall, 
the opening fall enrollment. for the 
current year and for the base year. In 
addition, if its enrolJment factor ex- 
ceeds 1.20, a projection of the opening 
fall enrollment for the request year 
and an explanation of that projection; 

(ii) If an institution which typically 
admits most new students in the fall 
was not in existence during the base 
year, its enrollment for the current 
year plus a projection of its enroll- 
ment for the request year and an ex- 
planation of that projection; 

(ili) For an institution which does 
not typically admit most new students 
in the fall, the total enrollment for 
the base year and the prior year and 
in addition, if its enrollment factor ex- 
ceeds 1.20, projections of the total en- 
rollments for the current year and the 
request year and an explanation of 
those projections: . 

(iv) If an institution which typically 
does not admit most new students in 
the fall was not in existence during 
either the base year or the prior year, 
its actual enrollment for the years, if 
any, during which it was in existence, 
plus a projection of its total enroll- 
ments for the current and request 
years and an explanation of that pro- 
jection. 

(c) Augmentation requests. If an in- 
stitution makes an augmentation re- 
quest as described in § 176.6, it must 
submit additional narrative informa- 
tion justifying its request. 

(d) Correspondence schools. An ap- 
plication submitted by an institution 
offering only a program of study by 
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correspondence (a “correspondence 
school”) must set forth, in addition to 
the information required by para- 
graph (b) of this section, (1) the 
number of students that have expect- 
ed family contributions which are less 
than their costs of education in the 
current year, and (2) the amount of 
basic grant funds which these students 
are entitled to receive for the current 
year. Those expected family contribu- 
tions must be based on a need analysis 
of individual students performed in ac- 
cordance with the standards and pro- 
cedures used by need analysis systems 
approved under §176.13. 


(20 U.S.C. 1070b-3) 


§ 176.6 Funding procedures. 


(a) Definitions. For purposes of this 
section— 

(1) “Aggregate request’”’ means the 
sum of the institution's request for the 
award year for— 

(i) Federal funds under the CWS 
and SEOG programs, and 

(ii) An approved level of expenditure 
(“level of lending’) under the NDSL 
program; and 

(2) ‘Funds available’’ means— 

(i) With respect to the CWS or 
SEOG program, the amount of Feder- 
al funds granted the institution for its 
expenditure under that program 
during any award year, and 

(ii) With respect to the NDSL pro- 
gram, the sum of the Federal Capital 
Contribution (FCC) granted the insti- 
tution for any award year, plus an 
amount equal to one-ninth of that 
FCC, plus the amount of funds re- 
ceived by the institution as repay- 
ments from borrowers or as other 
income of its fund for that award year, 
plus the cash balance in its fund on 
July 1 of that award year. 

(b) General. (1) The Commissioner 
will evaluate an application according 
to the procedures in paragraphs (c), 
(d), and (e) of this section to deter- 
mine whether the institution’s aggre- 
gate request is reasonably necessary to 
meet the needs of its students who are 
eligible for aid under the campus- 
based programs. 

(2) The Commissioner will further 
review each application to determine 
whether the institution has made ef- 
fective provisions to carry out the re- 
quirements of each of the campus- 
based programs for which it applies. 
In making that determination, the 
Commissioner will consider— 

(i) The institution’s previous experi- 
ence in administering each program, 

(ii) The number, experience, and 
qualifications of the personnel chosen 
to administer the programs, 

Giii) The administrative arrange- 
ments the institution has made to 
comply with the requirements of 
§ 176.14 concerning coordination of 
programs and § 176.19 concerning sep- 


aration of functions (and subpart C in 
the NDSL regulations (45 CFR part 
144) concerning due diligence), and 

(iv) Whether the institution has 
spent all the funds available to it 
under the campus-based programs 
during the base year and can be ex- 
pected to spend all the funds available 
to it under those programs during the 
current year. 

(c) Institutions not receiving funds 
in the base year. 

(1) If an institution did not have 
funds available to it in any of the 
campus-based programs during the 
base year, the aggregate of its ap- 
proved requests for those programs 
may not exceed the average aggregate 
expenditure per enrolled’ student 
during the base year at comparable in- 
stitutions in the same area times an in- 
flation factor of 1.12 times the appli- 
cant institution’s approved projected 
enrollment as defined in subparagraph 
(2) or (3) of this paragraph. 

(2) If an _ institution § typically 
admits most of its new students in the 
fall, the Commissioner will calculate 
its approved projected enrollment for 
the request year by multiplying its 
opening fall enrollment in the current 
year by its enrollment factor, if that 
factor does not exceed 1.20. 

(ii) If an institution does not typical- 
ly admit most new students in the fall, 
the Commissioner will calculate its ap- 
proved projected enrollment for the 
request year by multiplying its annual 
enrollment for the base year by the 
square of its enrollment factor, if that 
factor does not exceed 1.20. 

(3) If an enrollment factor cannot be 
calculated for an institution because it 
was not in existence during one of the 
years used for calculation, or if an in- 
stitution’s enrollment factor is greater 
than 1.20, the Commissioner will 
evaluate the reasonableness of the in- 
stitution’s justification of its projected 
enrollment. 


(20 U.S.C. 1070b-3) 


(4) The Commissioner will evaluate 
whether the methods used by a corre- 
spondence school in preparing the in- 
formation required by §176.5(c) were 
soundly conceived and the source ma- 
terials used were appropriate and suf- 
ficiently reliable to support its claims. 
Based on this evaluation the Commis- 
sioner will either approve the institu- 
tion’s request or-reduce it accordingly. 

(d) Institutions with  base-year 
funds, base amounts. If an institution 
had funds available to it in the base 
year, its request for funds will be eval- 
uated in the following manner: 

(1) The institution establishes a base 
amount by choosing its first or second 
formula limit or an amount less than 
the lower of those figures. 

(2) The institution’s first formula 
limit is the product of its enrollment 
factor times 
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(i) An inflation factor of 1.12 times 

(ii) The sum of its expenditures for 
the campus-based programs during the 
base year. 

(3) The institution’s second formula 
limit is the product of its enrollment 
factor times 

(i) An inflation factor of 1.06 times 

(ii) The sum of the products ob- 
tained by multiplying the amount of 
funds available to the institution in 
each of the campus-based programs 
during the current year by the projec- 
tion rate for that program. 

(4) The projection rate referred to in 
subparagraph (3) of this paragraph is 
the rate obtained by dividing the insti- 
tution’s expenditures in the base year 
in each of the campus-based programs 
by the total funds available to it in 


each program for that year. (For the 
CWS and SEOG programs this is the 
utilization rate reported on the annual 
fiscal-operations report for those pro- 
grams.) 

(5) After the institution establishes 
its base amount, it may distribute that 
amount among the campus-based pro- 
grams as it chooses. However, if it allo- 
cates to any program an amount great- 
er than 110 percent of that program’s 
share of the base amount, the amount 
in excess of 110 percent will be evalu- 
ated as an augmentation request in ac- 
cordance with paragraph (e) of this 
section. 

(6) The procedures described in sub- 
paragraphs (1) through (5) of this 
paragraph are represented in the fol- 
lowing table. 
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(7) If (i) the. institution chooses its 
first formula limit as its base amount, 
or (ii) it chooses its second formula 
limit as its base amount and that 
amount is not more than 130 percent 
of its first formula limit, the Commis- 
sioner will approve that base amount. 
However, the Commissioner will not 
approve that amount if there is evi- 
dence in program reviews, audits, 
fiscal-operations reports, or applica- 
tions filed by the institution, that the 
institution has not complied with the 
requirements of the programs for 
which it is applying. The institution's 
failure to file required reports in an 
acceptable form and in a _ timely 
manner may be viewed as a failure to 
comply with program requirements. 

(8) (i) If the _ institution’s base 
amount exceeds 130 percent of its first 
formula limit, the Commissioner will 
review the institution’s expenditure 
and commitment of funds during the 
current year to determine whether it 
is reasonable to expect that the insti- 
tution will spend the amount project- 
‘ed under subparagraph (3)(ii) of this 
paragraph for each program, (ii) If the 
Commissioner determines that the 
projected expeditures are unreason- 
ably large, an appropriate downward 
adjustment will be made. 

(e) Institutions with base year funds; 
augmentation requests. 

(1) If the institution’s aggregate re- 
quest exceeds its base amount, or if its 
request in any program exceeds 110 
percent of that program’s share of its 
base amount, the amount in excess of 
that limit will be considered to be an 
“augmentation request” and will be 
evaluated by the Commissioner sepa- 
rately from the _ institution’s base 
amount. For each program, the Com- 
missioner will approve or disapprove 
any augmentation request in its en- 
tirety. 

(2) The Commissioner will approve 
an augmentation request only if it is 
based on exceptional circumstances 
which make an institution’s need for 
additional funding greater than and 
different from that of other institu- 
tions in its State. In deciding whether 
this condition has been met, the Com- 
missioner will review the request to de- 
termine whether (i) the procedures 
used by the institution to calculate the 
aggregate amount of funds needed by 
its students were soundly conceived, 
(ii) the data used are verifiable, and 
(iii) the procedure and data justify the 
request. 

(3) The Commissioner will not ap- 
prove an augmentation request for 
any program if the projection rate de- 
scribed in paragraph (d)(4) of this sec- 
tion is less than 90 percent, unless the 
institution can justify the low rate. 

(4) The Commissioner will not ap- 
prove an augmentation request for 
any program if the institution re- 
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quests, as part of its base amount, an 
amount which is less than that pro- 
gram’s share of the base amount. 


(20 U.S.C. 1070b-3) 


§ 176.7 Application review and approval of 
request. 


(a)(1) The Commissioner will con- 
vene panels of qualified persons in 
each of the regions served by regional 
offices of the Office of Education, to 
review applications submitted under 
this part by institutions situated in 
those regions. The review panel will 
evaluate each institution’s request for 
funds in accordance with the criteria 
set forth in § 176.6 and recommend an 
amount which it considers appropri- 
ate. 

(2) No panelist may review an appli- 
cation from the panelist’s own institu- 
tion or-from any other institution 
which he or she has prepared or assist- 
ed in preparing or in which he or she 
has any personal or financial interest. 

(b) Institutions which file applica- 
tions for funding under this part will 
be notified of the amount recommend- 
ed by the review panel. If the amount 
recommended is less than the institu- 
tion’s request, the reasons for the re- 
duction will be forwarded to the insti- 
tution. The regional office staff will 
adjust the recommendation to correct 
arithmetic or technical errors that are 
brought to their attention. 

(c)(1) If an institution wishes to re- 
quest a review of the panel’s recom- 
mendation for other than arithmetic 
and technical errors, it must submit a 
written request for review to the re- 
gional office within the time specified 
by the Commissioner. The request for 
review may include additional infor- 
mation relevant to the recommenda- 
tion. The regional office will review 
the request and will notify the institu- 
tion in writing of its decision and the 
reasons therefor. 

(2) The institution may reply to the 
regional office’s decision if it believes 
that the reasons used in arriving at 
that decision were wrong. The regional 
office will respond to the institution’s 
reply indicating its agreement or dis- 
agreement with the institution's state- 
ments. 

(d)(1) If an institution wishes a 
review of the regional office recom- 
mendation, it may request a review by 
a national review panel. The national 
review panel will consist of institution- 
al student financial aid officers from 
each of the regions and personnel of 
the Office of Education. 

(2) A request for national review 
must be submitted in writing by the 
institution to the _ regional office 
within the time specified by the Com- 
missioner. However, no additional in- 
formation beyond that given to the re- 
gional office by the institution will be 
considered. 
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(3) The national review panel will 
review the request and notify the in- 
stitution and the Commissioner of its 
recommendation and the_ reasons 
therefor. , 

(e) The Commissioner will establish 
an approved level of funding (ap- 
proved request) for each applicant in- 
stitution taking into consideration the 
recommendation of the relevant panel 
or regional office. 


(20 U.S.C. 1070b-3) 


$176.8 Institutional agreement. 


To participate in the SEOG pro- 
gram, an institution of higher educa- 
tion must enter into an agreement 
with the Commissioner for that pur- 
pose. The agreement must include any 
provisions the Commissioner considers 
appropriate to carry out the SEOG 
program. Specifically, the agreement 
must: 

(a) Provide that SEOG funds re- 
ceived by the institution will be used 
solely for the purposes specified in, 
and in accordance with, the provisions 
of this part; 

(b) Provide that, in determining 
whether a student meets the require- 
ments of exceptional financial need, 
the institution will consider the source 
of the student’s income and that of 
any individual or individuals upon 
whom the student relies primarily for 
support and will make an appropriate 
review of the assets of the student and 
of those individuals; 

(c) Provide that the institution, in 
cooperation with other institutions of 
higher education where appropriate, 
will make vigorous efforts to identify 
qualified youths of exceptional finan- 
cial need and encourage them to con- 
tinue their education beyond second- 
ary school through programs and ac- 
tivities such as (1) establishing or 
strengthening close working relation- 
ships with secondary school principals 
and guidance and counseling person- 
nel, with a view toward motivating 
those students to complete secondary 
school and pursue postsecondary edu- 
cation and (2) making, to the extent 
feasible, conditional commitments for 
student financial aid to qualified sec- 
ondary school students who, but for 
such grants, would be unable to obtain 
the benefits of higher education, with 
special emphasis on students enrolled 
in grades 11 or lower who show evi- 
dence of academic or creative promise; 

(da) Specify that the institution must 
make Supplemental Grants reason- 
ably available (to the extent of funds 
available) to all eligible students; and 

(e) Specify that the institution will 
comply with the provisions of § 176.20 
relating to maintenance of effort and 
§ 176.18 relating to costs of administra- 
tion. 


(20 U.S.C. 1070b-2) 
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§176.9 Student eligibility. 


(a) Eligibility. Except as provided in 
paragraphs (e) through (h) of this sec- 
tion, a student enrolled in an eligible 
program is eligible to receive a Supple- 
mental Grant if the student— 

(1) is a national of the United States, 
is in the United States for other than 
a temporary purpose and intends to 
become a permanemt resident thereof, 
or is a permanent resident of the 
Trust Territories of the Pacific Is- 
lands; 

(2) has been accepted for enrollment 
as at least a half-time undergraduate 
student in an eligible program at an 
institution of higher education or, in 
the case of an undergraduate student 
already attending the institution, is 
enrolled and in good standing as at 
least a half-time student in an eligible 
program; 

(3) shows evidence of academic or 
creative promise and capability of 
maintaining good standing in his or 
her course of study; 

(4) is of exceptional financial need as 
determined in accordance with para- 
graph (b) of this section; and 

(5) would not, but for a Supplemen- 
tal Grant, be financially able to 
pursue a course of study at the institu- 
tion. 

(b) Exceptional financial need. (1) A 
student has exceptional financial need 
if his or her expected family contribu- 
tion does not exceed 50 percent of his 
or her cost of education. 

(2) Notwithstanding subparagraph 
(1) of this paragraph, an institution 
may determine that a student has ex- 
ceptional financial need if the student 
financial aid officer believes it is im- 
practicable for the student with finan- 
cial need to meet that need from 
loans, employment, or grants other 
than a Supplemental Grant. 

(3) If an institution determines that 
a student has exceptional financial 
need under subparagraph (2), it must 
include the rationale for that decision 
as part of its records. 

(c) Member of religious community— 
financial need. A member of a reli- 
gious community, society, or order 
who (1) by direction of the communi- 
ty, society, or order is pursuing a 
course of study in an institution of 
higher education or (2) receives sup- 
port and maintenance from the com- 
munity, society, or order is considered 
not to have financial need. 

(d) Programs of study abroad. A stu- 
dent participating in a program of 
study abroad will be considered to be 
enrolled in his or her “home” institu- 
tion if— 

(1) The program of study abroad is 
‘arranged or approved in advance by 
the home institution; and 

(2) The student’s academic perform- 
ance during the program of study 
abroad becomes a part of the perma- 
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nent academic record at the home in- 
stitution in the same manner as if per- 
formed at that institution. 

(e) No student may receive a supple- 
mental grant under this part unless 
the institution determines that the 
student: 

(1) Is maintaining satisfactory pro- 
gress in the course of study the stu- 
dent is pursuing according to the 
standards and practices of the institu- 
tion at which the student is in attend- 
ance; 

(2) Is not in default on any national 
direct or defense student loan made by 
that institution or on a loan made, in- 
sured, or guaranteed under the guar- 
anteed student loan program (title IV- 
B, HEA) for attendance at that insti- 
tution; and 

(3) Does not owe a refund on grants 
previously received for attendance at 
that institution under the basic grant, 
supplemental grant, or State student 
incentive grant programs. 

(f) If an institution determines at 


‘the beginning of a payment period 


that a student is not maintaining satis- 
factory progress, but reverses itself 
before the end of that payment 
period, it may pay that student a 
grant for the entire period; if the insti- 
tution reverses itself after the end of 
that period, it may neither pay the 
grant to the student for that period, 
nor make adjustments in subsequent 
periods, to compensate for the loss of 
aid for that period. 

(g) Students who receive overpay- 
ments on grants may continue to re- 
ceive supplemental grant payments 
under the fol:owing conditions: 

(1) Overpayment of a basic grant. If 
a student is overpaid on a basic grant 
at an institution, that institution may 
still pay a supplemental grant to that 
student if (i) the student is otherwise 
eligible, and (ii) the overpayment can 
be eliminated in the award year in 
which it occurred by adjusting subse- 
quent basic grant payments for that 
award year. 

(2) Overpayment of a basic grant 
due to institutional error. If the stu- 
dent is overpaid on a basic grant at an 
institution as a result of institutional 
error, and the overpayment cannot be 
eliminated by adjusting subsequent 
basic grant payments in that award 
year, the institution may also pay the 
student if: 

(i) The student is otherwise eligible; 
and 

(ii) The student acknowledges in 
writing the amount of the basic grant 
overpayment and agrees to repay it in 
a reasonable period of time. 

(3) Overpayment of a supplemental 
grant. An institution may continue to 
pay a supplemental grant to a student 
who receives an overpayment on a pre- 
vious supplemental grant if: 


(i) The student is otherwise eligible; 
and 

(ii) An adjustment in subsequent 
fiancial aid payments (other than 
basic grants) eliminates the overpay- 
ment in the same award year in which 
it occurred. 

(4) Definition of overpayment. For 
purposes of this part overpayment of a 
grant means that a student received 
grant payments which were greater 
than the amount he or she was enti- 
tled to receive. 

(h) (1) In determining whether a 
student is in default on a guaranteed 
student loan, the institution may rely 
on a written statement from the stu- 
dent that he or she is not in default on 
a guaranteed student loan made for 
the purpose of attending that institu- 
tion unless the institution has infor- 
mation to the contrary. 

(2) An institution may pay a supple- 
mental grant to a student who is in de- 
fault on a guaranteed student loan if 
the Commissioner, for a federally in- 
sured loan, or a guarantee agency, for 
a loan guaranteed by that agency, has 
determined that the student has made 
satisfactory arrangements to repay 
the defaulted loan. 

(3) An institution may pay a supple- 
mental grant to a student who is in de- 
fault on a national direct or defense 
student loan made by the institution if 
it determines that the student has 
made satisfactory arrangements to 
repay the defaulted loan. 

(4) For purposes of this section a na- 
tional defense or direct student loan 
or a guaranteed student loan which 
has been discharged in bankruptcy is 
considered to be in default. 


(20 U.S.C. 1070b; and 1088f.) 


§ 176.10 Special sessions. 


(a) A student enrolled in an institu- 
tion of higher education during a 
period of special enrollment, such as a 
special summer term, will be eligible 
for a supplemental grant if he or she 

(1) Is otherwise eligible, 

(2) Is registered as at least a half- 
time student at that institution during 
that session, and 

(3) Is either in attendance as at least 
a halftime student at that institution 
during the regular term immediately 
preceding the special session or will be 


enrolled or has been accepted for en- 


rollment as at least a halftime student 
during the subsequent regular term at 
that institution. 

A student who is taking all of the 
courses required to complete his or 
her certificate or degree meets the re- 
quirement of subparagraph (2) of this 
paragraph. 

(b) A student receiving a grant while 
in attendance during such a special 
session will be considered to have ex- 
pended at least one-half of a semester, 
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trimester, or quarter of grant eligibil- 
ity. 
(20 U.S.C. 1070b-1.) 


§ 176.11 Cost of education. 


(a) A student’s educational costs in- 
clude tuition and fees, the amounts 
charged by the institution or the ex- 
penses reasonably incurred for room 
and board, books, supplies, transporta- 
tion, and miscellaneous personal ex- 
penses, and expenses related to main- 
tenance of a student’s dependents. 

For independent students, if a 
family size offset is deducted from the 
income of the student or the student’s 
spouse in determining the student’s 
expected family contribution, room 
and board, miscellaneous personal ex- 
penses, and expenses related to the 
maintenance of persons who are de- 
pendent on the student or the stu- 
dent’s spouse are not considered costs 
of education. 

(b) For a student engaged in a pro- 
gram of study by correspondence only 
tuition and fees are considered a cost 
of education. However, travel and 
room and board costs incurred specifi- 
cally in fulfilling a required period of 
residential training will be considered 
a cost of education. 

(c) If a student is enrolled in an eligi- 
ble program of study outside the 
United States the student’s cost of 
education for purposes of calculating 
financial need for the campus-based 
programs must be considered no great- 
er than the student’s cost of education 
at his or her home campus. For fur- 
ther treatment of study abroad, see 
§§ 176.9(c) and 176.14(¢g). 


(20 U.S.C. 1070b.) 


§ 176.12 Expected family contribution. 

(a) Dependent students. In determin- 
ing the amount of income and net 
assets that should reasonably be made 
available by the dependent student 
and his or her spouse and parents to 
meet that student’s cost of education, 
the student financial aid officer must 
consider: 

(1) Any serious illness in the family 
(family members include the student, 
the student’s spouse, the student’s 
parents, and persons for whom the 
parent may claim an exemption under 
the Internal Revenue Code); 

(2) The number of dependent chil- 
dren of the student’s parents; 

(3) The number of those dependent 
children attending institutions of 
higher education; 

(4) Tuition incurred by the depend- 
ent children who are attending ele- 
mentary and secondary schools; and 
(5) Any other circumstances that may 
affect the ability of the student and 
his or her spouse and parents to con- 
tribute toward the student’s cost of 
education. 


-Native Claims Settlement Act 
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(b) Independent students. In deter. 
mining the amount of income and net 
assets that should reasonably be made 
available by a self-supporting or inde- 
pendent student and that student’s 
spouse to meet the student’s cost of 
education, the student financial aid of- 
ficer must consider: 

(1) Any serious illness in the family 
(family members include the student, 
the student’s spouse, and persons for 
whom the student or spouse may 
claim an exemption under the internal 
Revenue Code); 

(2) The number of dependent chil- 
dren of the student; 

(3) The number of those dependent 
children attending institutions of 
higher education; 

(4) Tuition incurred by those de- 
pendent children who are attending 
elementary and secondary schools; 
and 

(5) Any other circumstances that 
may affect the ability of the student 
or the student’s spouse to contribute 
toward the student’s cost of education. 

(c) The student financial aid officer 
must determine whether the relation- 
ship between a student and his or her 
parents makes it unreasonable to 
expect the parents to contribute to 
that student’s cost of education, re- 
gardless of their ability to do so, if re- 
quested by a student who: 

(1) Does not live with his or her par- 
ents; 

(2) Does not visit them for periods 
that are longer than those which are 
typical for adults visiting their par- 
ents; and 

(3) Does not receive from them gifts 
which exceed in value gifts typically 
given by parents as incidental gifts to 
their adult nondependent offspring. 

The student financial aid officer 
must make the reasons for that deter- 
mination part of the institution’s writ- 
ten records. Before making a finding 
of that nature, the student financial 
aid officer must make efforts he or she 
considers appropriate to determine 
whether the student’s parents are in 
fact willing to contribute to the stu- 
dent’s cost of education. 

(d) In determining the expected 
family contribution of eligible Indian 
or other Native American students, 
the institution must not consider as 
income or as an asset of the student or 
his or her family (1) funds received 
pursuant to an award made under the 
Distribution of Judgment Funds Act 
(25 U.S.C. 1401 et seq.) or the Alaska 
(43 
U.S.C. 1601 et seq.), (2) property 
which may not be sold or encumbered 
without the consent of the Secretary 
of the Interior, and (3) any other 
property held in trust for the student 
or the student’s family by the U.S. 
Government. 
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(e) Annual determinations. For a 
student who is enrolled in a program 
of study by correspondence for which 
the total cost of education is $1,000 or 
less, the determination of need may be 
made only once, at the beginning of 
the course of study. In all other cases, 
the institution must make the need de- 
terminations at least annually. 


(20 U.S.C. 1070b-2.) 


§ 176.13 Approved need analysis systems. 


(a) To comply with the requirements 
of §176.12, an institution must use a 
need analysis system or method of cal- 
culation approved by the Commission- 
er. 

(bo) Preapproved systems for depend- 
ent students. For dependent students, 
the Commissioner has approved: 

(1) The method of calculating an ex- 
pected family contribution used in the 
basic educational opportunity grants 
program (45 CFR Part 190); and 

(2) The income tax system, if adjust- 
ed to reflect the number of the par- 
ents’ dependent children who are at- 
tending institutions of higher educa- 
tion. The expected family contribution 
calculated according to the income tax 
system is an amount equal to the sum 
of the amount the student is reason- 
ably able to contribute plus the 
amount of Federal income tax paid by 
the parents of the student plus 5 per- 
cent of the parents’ net assets in 
excess of $17,000 if those assets do not 
include farm or business assets and 
$50,000 if those assets do include farm 
or business assets. However, no more 
than $17,000 may be deducted from 
nonfarm and nonbusiness assets. 

(c) Criteria for approval of other sys- 
tems for dependent students. The Com- 
missioner will approve any other need 
analysis system as satisfying the fac- 
tors of § 176.12(a), for use with respect 
to dependent students, which is sub- 
mitted in accordance with the proce- 
dures set forth in paragraph (e) of this 
section and which meets the following 
criteria: 

(1) The system must produce, as its 
standard output, expected parents’ 
contribution figures for dependent 
students which: (i) increase in reason- 
ably smooth increments as the par- 
ents’ financial strength, measured in 
real terms, increases; and (ii) are equal 
for families of equal measured finan- 
cial strength; and 

(2) The system must produce expect- 
ed parents’ contribution figures which, 
for at least 75 percent of a set of 
sample cases developed and made 
available by the Commissioner, deviate 
by less than $50 from the figures pro- 
duced for those sample cases by the 
following calculations: 

(i) From the sum of the adjusted 
gross income and nontaxable income 
of the parents, deduct the amount of 
Federal income taxes and social securi- 
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ty taxes, an allowance of 8 percent of 
total income for State and local taxes, 
and an amount required to maintain 
the family (exclusive of the student’s 
maintenance during the academic 
year) at the Bureau of Labor Statistics 
consumption cost estimates at a low 
standard of living; 

(ii) To the remainder obtained in 
subparagraph (2)(i) add 12 percent of 
the net market or cash value of the 
parents’ assets remaining after deduc- 
tion of related debt and a standard 
asset reserve; and 

(iii) Apply the following rate sched- 
ule of expected contributions to the 
sum obtained in subparagraph (2)(ii): 





If the sum is— 

_—é“‘«érTT*@- Elected CcoNnt'ibuttiion is— 
At But less 

least— than— 





$4,000 22 percent of the amount over 
$880+25 percent of the amount 
over $4,000. 
$1,130+29 percent of 
amount over $5,000. 
$1,420+34 percent 
amount over $6,000. 
$1,760+40 percent of 
amount over $7,000. 
$2,160+47 percent of 
amount over $8,000. 


5,000 
6,000 the 
7,000 of . the 
the 


the 





(3) In developing the sample cases 
for the purposes of this paragraph, 
the Commissioner will select only 
cases where the main wage earner is 
45 years old and where the elements 
set forth in subparagraph (2) of this 
paragraph are generally present. Ac- 
cordingly, cases will not be selected 
which involve medical and dental ex- 
penses, casualty and theft losses, 
housekeeping allowances, farm or 
business assets, more than one family 
member attending postsecondary insti- 
tutions, social security or veterans’ 
benefits or any unusual family circum- 
stance. 

(4) In comparing the output of a 
system submitted for approval under 
these regulations with the figures for 
the standard sample cases, an expect- 
ed parental contribution of less than 
zero will be treated as zero. 

(5) The figures for the set of sample 
cases used for purposes of this para- 
graph will be revised annually for in- 
flation by adjusting the deductions for 
family maintenance, the standard de- 
duction from assets and the rates of 
contribution from income and assets 
so that the revised standard expected 
contributions, expressed in constant 
dollars, remain constant for families 
with equal income and asset positions 
measured in constant dollars 

(d) Independent students. (1) For in- 
dependent students, the Commissioner 
has approved: 

(i) The method of calculating an ex- 
pected family contribution-used in the 
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basic educational opportunity grants 
program (45 CFR Part 190); 

(ii) The system of need analysis pub- 
lished by the American college testing 
program; 

(iii) The system of need analysis 
published by the College Scholarship 
Service; 

(iv) The system of need analysis 
published by the Graduate and Pro- 


‘ fessional Student Financial Aid Serv- 


ice; 

(v) The system of need analysis pub- 
lished by Financial Analysis Service, 
Inc., a division of Donley, Richardson 
& Associates; and 

(vi) The system of need analysis 
published by Educational Methods, 
Inc. of Denver, Colo. 

(2) The Commissioner will approve 
any other need analysis system as 
meeting the requirements of § 176.12 
for independent students, which is 
submitted in accordance with the pro- 
cedures set forth in paragraph (e) of 
this section and which meets the fol- 
lowing criteria: 

(i) The system must produce, as its 
standard output, expected family con- 
tribution figures for independent stu- 
dents which increase in reasonably 
smooth increments as the family fi- 
nancial strength, measured in real 
terms, increases and are equal for fam- 
ilies of equal measured financial 
strength; and 

(ii) The system must produce expect- 
ed family contribution figures which 
are comparable to those produced by 
one of the systems specified in subpar- 
agraph (1) of this paragraph. 

(e) Application procedures for 
system approval. (1) Any individual or 
institution that wishes to have its 
need analysis system approved must 
submit that system to ‘the Commis- 
sioner by June 30. 

(2) The Commissioner will publish in 
the FEDERAL REGISTER a list of all ap- 
proved need analysis systems by the 
following September 1. 

(3) Applications for need analysis 
systems for dependent students must 
include the information necessary for 
the Commissioner to determine 
whether that system meets the re- 
quirements of paragraph (c) of this 
section. The application must include 
the expected family contribution 
amounts produced by the system for 
the sample cases. 

(4) Applications for need analysis 
systems for independent students 
must include the information neces- 
sary for the Commissioner to deter- 
mine whether the system meets the 
requirements of paragraph (d) of this 
section. 

(f) Duration of approval. (1) Need 
analysis systems approved under para- 


. graphs (b) and (d)(1) of this section 


are approved without a specified expi- 
ration date. 


(2) A need analysis system included 
on the list approved under paragraph 
(c) of this section and included on the 
list published by the Commissioner 
may be used by the institution: 

(i) In the application for funds for 
the campus based programs which is 
submitted by the closing date immedi- 
ately following the publication of that 
list and 

(ii) In determining the eligibility of 
students for assistance and _ the 
amount of that assistance under the 
campus-based programs for any aca- 
demic year beginning no earlier than 
the follewing June 1 or later than 12 
months following that date. 

(3) A need analysis system approved 
under paragraph (d)(2) of this section 
will be approved for an _ indefinite 
period of time, but the Commissioner 
may request periodic confirmation 
that the system remains in compliance 
with the criteria set forth in that 


paragraph. 


(g) Adjustments. The institution 
may, in an individual case, further 
adjust the expected family contribu- 
tion calculated according to one of the 
approved need analysis systems if the 
student financial aid officer of the in- 
stitution believes that the expected 
family contribution does not realisti- 
cally reflect the ability of the student 
and the student’s parents to contrib- 
ute towards the student’s cost of edu- 
cation. Those adjustments must be do- 
cumented in writing, with an accompa- 
nying explanation, and made a part of 
the institution’s records. 


(20 U.S.C. 1070b-1 and 1070b-2.) 


§ 176.14 Coordination of student financial 
aid programs, grant amount, and 
overaward. 


(a) Coordinating official. An institu- 
tion must appoint an official who will 
be responsible for coordinating the 
supplemental grant program with the 
institution’s other Federal and non- 
Federal programs of student financial 
aid. 

(b) Overaward prohibited. (1) Gener- 

al rule. Except as provided in subpara- 
graph (2), an institution may not 
award assistance under this part in an 
amount which, when combined with 
the other resources made available to 
the student from Federal and non- 
Federal sources, exceeds the student’s 
financial need. For purposes of this 
part, a student’s financial need may 
not exceed the student’s cost of educa- 
tion. . 
(2) Exceptions. An institution does 
not violate the rule of subparagraph 
(1) of this paragraph even if a student 
obtains additional resources after the 
institution awards financial aid to the 
student if: 

(i) The resources made available to 
the student from Federal and non- 
Federal sources do not exceed the stu- 
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dent's financial need by more than 
$200, or 

(ii) The student earns more money 
from employment than the insitution 
expected when it awarded the student 
financial aid and it treats the student’s 
“surplus earnings” in accordance with 
the requirements of paragraph (d) of 
this section. 

(c) Resources. Except as provided in 
paragraphs (f) and (g) of this section, 
the term ‘‘resources made available to 
the student from Federal and non- 
Federal sources” includes, but is not 
limited to, (1) the amount of funds a 
student is entitled to receive under the 
basic grants program, regardless of 
whether the student has applied for 
those funds, (2) any waiver of tuition 
and fees, (3) any scholarship or grant 
including supplemental grants and 
athletic scholarships, (4) any fellow- 
ship or assistantship, (5) any loan 
made under the guaranteed student 
loan program except in cases in which 
paragraph (f) of this section applies, 
(6) any long-term loan made by the in- 
stitution other than under the guaran- 
teed student loan program including 
any loan made under the national 
direct student loan program, and (7) 
any expected net earnings from em- 
ployment during periods for which the 
student receives a grant. For purposes 
of this section ‘‘net earnings’ means 
gross earnings minus required taxes 
and any costs incidental to employ- 
ment. 

(d) Prevention of overaward and 
treatment of surplus earnings. The in- 
stitution must take the following steps 
when it becomes aware that a student 
who has received an SEOG has earned 
or will earn more than $200 above the 
amount it expected when it awarded 
financial aid: 

(1) It must determine if the student 
needs the surplus earnings to pay rea- 
sonable and necessary additional costs 
of education not anticipated when it 
awarded iinancial aid to the student; 

(2) If it determines that the re- 
sources available to the student from 
Federal and non-Federal sources still 
exceed the student’s need by more 
than $200, it must cancel any loan, or 
grants (other than a basic grant) 
awarded to the student but not yet 
disbursed, to avoid exceeding the stu- 
dent’s need by more than $200; 

(3) If the student will not be en- 
rolled in that institution in the follow- 
ing academic year, it need not take 
any further action; 

(4) If the student will be enrolled in 
the institution in the following aca- 
demic year and if the institution can 
not avoid exceeding the student’s need 
by more than $200, it must treat the 
student’s ‘‘surplus earnings” (i) as a re- 
source available to pay the student’s 
cost of education in the following aca- 
demic year, or (ii) as a substitute for 
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the student’s expected family contri- 
bution, unless a guaranteed student 
loan has already been used for that 
purpose. 

(e) Definition of surplus earnings. 
For purposes of this section ‘surplus 
earnings’ means that amount earned 
by the student which, when combined 
with previous earnings and other re- 
sources made available to the student 
from Federal and non-Federal sources, 
exceeds the student’s financial need 
by more than $200. 

(f) Treatment of guaranteed loans. 
(1) Any guaranteed student loan 
(GSL) for which no Federal interest 
benefits are payable (a non-subsidized 
GSL) is not considered a student re- 
source and may be used to replace the 
expected family contribution, up to 
the amount of the expected family 
contribution. 

(2) A student may replace his or her 
expected family contribution with a 
GSL for which the student qualifies 
for Federal interest benefits automati- 
cally (i.e., on the basis of the borrow- 
er’s adjusted family income rather 
than a need test). 

(3) A student may not replace his or 
her expected family contribution with 
a GSL for which a need test is re- 
quired for the student to receive Fed- 
eral interest benefits. A GSL of this 
nature must be considered a student 
resource under paragraph (b) of this 
section. 

(4) That part of a GSL which does 
not qualify to replace the borrower’s 
expected family contribution under 
subparagraph (1) or (2) of this para- 
graph is considered a student resource 
under paragraph (b) of this section. 

(5) If a borrower receives a loan 
under the GSL program which ex- 
ceeds the amount of the borrower’s ex- 
pected family contribution, the excess 
is considered a student resource in all 
cases. 

(g) Study abroad. A student engaged 
in an eligible program of study abroad 
may have additional costs that do not 
qualify as educational costs under 
§ 175.11. Any funds obtained by the 
student to pay for those costs will not 
be considered a resource for the pur- 
pose of paragraph (b) of this section if 
they are obtained from sources other 
than the basic grant and campus- 
based programs. This paragraph is ef- 
fective retroactively to November 3, 
1976. 

(h) Administrative responsibility. (1) 
The institution’s responsibility under 
paragraph (b) of this section extends 
only to those resources which it makes 
available to the student, or about 
which it knows, or has reason to know, 
or can reasonably anticipate at the 
time that Supplemental Grant funds 
are disbursed to the student. 

(2) The institution must take reason- 
able steps to inform itself about earn- 
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ings which the student may obtain 
from any additional employment not 
provided by the institution. 

(3) The institution is considered to 
know the amount of net earnings to be 
received by each student it employs 
when it awards an SEOG to that stu- 
dent. 


(20 U.S.C. 10706.) 


§ 176.15 Coordination with BEA grants. 


(a) (1) An institution, in determining 
the amount of a Supplemental Grant 
to be awarded a student who is also 
eligible for a Bureau of Indian affairs 
(BIA) education grant, must prepare a 
package of student assistance for that 
student from resources other than the 
BIA grant. 

(2) In preparing that package, the 
institution must not consider any BIA 
education grant which the student has 
received or is expected to receive. 

(3) The package must be consistent, 
in both type and amount of aid, with 
packages prepared for students in sim- 
ilar circumstances who are not eligible 
for BIA education grants. 

(ob) (1) The BIA education grant, 
whether received by the _ student 
before or after the preparation of the 
student aid package, supplements that 
package. 

(2) No adjustment may be made to 
the student aid package as long as the 
total of the package and the BIA edu- 
cation grant is less than the institu- 
tion’s determination of that student’s 
financial need. 

(c) (1) If the total amount of the 
BIA grant when combined with the 
package of other assistance, exceeds 
the institution’s determination of the 
student’s need, only the excess may be 
deducted from the package of other ~ 
assistance. 

(2) Except as provided for in subpar- 
agraph (3) of this paragraph, deduc- 
tions must be made in sequence, so 
that the excess is first deducted from 
any awards or proposed awards, in the 
form of loans; if an excess still remains 
after all loan awards have been adjust- 
ed, deductions must next be made 
from any awards, or proposed awards, 
in the form of work-study; if an excess 
still remains after ?ll work-study 
awards have been adjusted, deductions 
must be made from any award, or pro- 
posed award, in the form of a grant, 
other than a Basic Grant. 

(3) If requested by an eligible recipi- 
ent, the sequence of deductions pro- 
vided in paragraph (a)(2) of this sec- 
tion may be altered if the institution 
determines that such an alteration 
more adequately meets the need of 
that student. 

(d) In determining the financial 
need of students eligible for BIA edu- 
cation grants, the institution's student 
financial aid officer is encouraged to 
consult with BIA area officiais who 
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are responsible for administering BIA 
postsecondary financial assistance pro- 
grams and are familiar with the indi- 
vidual financial circumstances of the 
students. 

(e) Educational grants made to stu- 
dents at an institution under a pro- 
gram administered by the Bureau of 
Indian Affairs may be considered to be 
financial aid made available through 
the institution, if: 

(1) The institution reviews the appli- 
cations for the grants; and 

(2) The institution selects the recipi- 
ents for, and determines the amounts 
of, the grants. 


(20 U.S.C. 1070b-1.) 


§ 176.16 Payment of grant. 


(a) For institutions which use a se- 
mester, trimester or quarter hour 
system: 

(1) If the institution awards a sup- 
plemental grant for a full academic 
year, it must pay part of that grant in 
each academic term. The amount to be 
paid in each term is the amount ob- 
tained by dividing the amount award- 
ed for the full academic year by the 
number of semesters, trimesters or 
quarters in that year; 

(2) If the institution awards a sup- 
plemental grant for less than a full 
academic year, it must divide that 
amount by the number of academic 
terms remaining in the academic year 
and pay the student accordingly. 

(b) If an institution does not use a 
semester, trimester or quarter hour 
system, it must pay the student at 
least twice during the academic year. 
One payment must be made at the be- 
ginning and the other at the midpoint 
of that year. However, the institution 
may not award more than half of the 
grant before the midpoint payment. 

(c) Within each payment period, the 
institution may’pay students at such 
times and in such installments as it de- 
termines will best meet the need of 
the student for the funds. It may pay 
the grant by check or by crediting the 
recipient’s account. If it credits the 
student’s account, it must give the stu- 
dent a receipt. 

(d) Notwithstanding paragraphs (a) 
and (b) of this section, if the total 
amount of funds awarded to a student 
under the campus-based programs is 
less than $301, only one payment need 
be made. 

(e) For purposes of this section, a 
program of training of at least 6 
months which prepares students. for 
gainful employment in a recognized 
occupation equals a full academic 
year. 

(f) Before making the first SEOG 
payment for any year, the institution 
must obatin from the student a writ- 
-ten acceptance of the grant amount. 
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In addition, it must provide a student 
with a statement indicating— 

(1) That the SEOG may not exceed 
50 percent of the student financial aid 
made available to him or her through 
the institution, 

(2) The nature and source of the 
other student financial aid made avail- 
able through the institution, and 

(3) That the payment of the SEOG 
depends on the recipient’s— 

(i) Maintaining satisfactory progress 
in the course of study he or she is pur- 
suing according to the regularly pre- 
scribed standards and practices of the 
institution awarding the grant, and 

(ii) Carrying an academic workload 
sufficient to qualify him or her as at 
least a half-time student. 

(g) No supplemental grant payment 
may be made to a student pursuing a 
course of study by correspondence 
before the student completes and sub- 
mits the first lesson. 


(20 U.S.C. 1070b) 


(h) Affidavit. No supplemental grant 
may be paid unless the student has 
filed a notarized affidavit with the in- 
stitution he or she attends which— 

(1) Is on a form approved by the 
Commissioner, 

(2) States that the grant funds will 
be used solely for educational ex- 
penses at the institution, and 

(3) Is notarized by someone who 
does not recruit students for the insti- 
tution. 


(20 U.S.C. 1070b, 1088¢) 


§ 176.17 Federal 
funds. 


Funds received by an_ institution 
under this part are to be held in trust 
for the intended student beneficiary. 
These funds may be used only for the 
purposes for which they were allo- 
cated and may not be pledged or hy- 
pothecated for any other purpose. 


(20 U.S.C. 1070b) . 


§ 176.18 Use of funds. 


(a) Federal funds allocated to an in- 
stitution under this part must be used. 

(1) to make grants to eligible stu- 
dents, 

(2) to carry out the student consum- 
er informaticn services requirements 
set forth in section 493A of the act 


interest in allocated 


and 45 CFR 178 with funds received: 


under paragraph (b) of this section, 

(3) to pay for the cost of administer- 
ing the student financial aid programs 
with funds received under paragraph 
(b) of this section, and 

(4) to transfer to the college work- 
study program under § 176.21. 

(b) (1) An institution is entitled to 
receive an administrative cost 
allowance for each award year for 
which it receives an allocation under 
$176.4. That allowance equals 4 per- 


cent of the supplemental grants it 
pays to students. However, the admin- 
istrative cost allowance under this 
part and the CWS program plus the 
amount withdrawn for such purposes 
from the institution’s NDSL fund may 
not in the aggregate exceed $325,000 
for any award year. 

(2) Any institution which receives an 
administrative cost allowance for any 
award year must first use those funds 
to carry out part 178 of title 45 of the 
Code of Federal Regulations, “Student 
Consumer Information Services.” If 
any funds remain, the institution may 
use those funds only to pay the costs 
of administering the Federal student 
financial aid programs. 


(20 U.S.C. 1070b; 1088b) 


§ 176.19 Fiscal procedures and records. 


(a) Fiscal procedures. (1) The insti- 
tution must administer the supple- 
mental grants program in a manner 
which provides for an adequate system 
of internal controls. The various ad- 
ministrative procedures must be divid- 
ed so as to provide for a system of 
checks and balances. The functions of 
authorizing payment and disbursing 
funds must be divided in such a fash- 
ion that no office has responsibility 
for both functions, with respect to any 
particular student aided under the 
program. 

(2) Physical segregation of cash de- 
positories for Federal funds which are 
provided to an institution is not re- 
quired. However, institutions must 
give notice to any bank in which they 
deposit Federal funds of all accounts 
in that bank in which Federal funds 
are deposited. This notice can be ac- 
complished in either of the following 
ways: 

(i) Include in the name of the ac- 
count the fact that Federal funds are 
deposited therein; or, 

(ii) Send a letter to the bank listing 
the accounts in which Federal funds 
will be deposited. A copy of this letter 
must be retained in the insitution’s 
files. 

(b) Records and reporting. (1) Each 
institution must establish and main- 
tain on a current basis, adequate rec- 
ords which reflect all program transac- 
tions. The institution must establish 
and maintain general ledger control 
accounts and related subsidiary ac- 
counts which are necessary to identify 
all program transactions and to sepa- 
rate records of such transactions from 
all other institutional assets and activ- 
ities. These records must: 

(i) Afford ready identification of 
each student’s account and the status 
thereof, including separation of initial 
and continuing grant amounts; 

(ii) Be adequate to demonstrate the 
eligibility of every student aided under 
the program: ™ 
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(iii) Indicate the amount of need de- 
termined for each student and the way 
the need has been met; and 

(iv) Identify the institutional officer 
who made the need determination. 

(2) An institution must submit an in- 
stitutional fiscal-operations report an- 
nually. It must also submit other re- 
ports and information in the form and 
at the times required by the Commis- 
sioner. The institution must comply 
with the requirements which the Com- 
missioner finds necessary to insure the 
correctness of the required reports. 

(c) Retention of records.—(1) Rec- 
ords. Each institution must keep 
intact and accessible records relating 
to the receipt and expenditure of Fed- 
eral funds including all accounting 
records and related original and sup- 
porting documents that substantiate 
costs charged to the award. 

(2) Period of retention. Except as 
provided in paragraph (c)(4) of this 
section, the records specified in para- 
graph (c)(1) of this section must be re- 
tained for 5 years after the date of 
submission of the annual institutional 
fiscal-operations report. 

(3) Microfilm copies. An institution 
may substitute microfilm copies for 
original records in meeting the re- 
quirements of this section. 

(4) Audit questions. The records in- 
volved in any claim or expenditure 
which has been questioned by Federal 
audit must be further retained until 
resolution of any such audit questions. 
However, records need not be retained 
if they relate to a grant with respect 
to which actions by the United States 
to recover for diversion of Federal 
funds are barred by the statute of lim- 
itation in 28 U.S.C. 2415(b). 

(5) Audit and examination. The in- 
stitution must give the Secretary and 
the Comptroller General of the 
United States or any of their duly au- 
thorized representatives access to the 
records specified in paragraph (c)(1) of 
this section and to any other of the in- 
stitution’s books, documents, papers, 
and records necessary for purposes of 
audit and examination. 

(d) Audits—non-Federal. (1) All of an 
institution’s transactions involving 
supplemental grant funds must be au- 
dited by the institution or at the insti- 
tution’s direction to determine, at a 
‘minimum, the fiscal integrity of finan- 
cial transattions and reports and 
whether those transactions are in 
compliance with applicable laws and 
regulations. Those audits must be per- 
formed in accordance with the Depart- 
ment of Health, Education, and Wei- 
fare “Audit Guide” for student finan- 
cial aid programs. The frequency of 
the audits may vary with the size and 
complexity of the activity of the pro- 
gram, but an audit must be carried out 
at least once every 2 years. 
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(2) Each audit must cover the entire 
period of time which has elapsed since 
the last audit. 

(3) The required audit reports must 
be submitted to the HEW Audit 
Agency at the regional office of the 
Department of Health, Education, and 
Welfare serving the region in which 
the institution is located for its review. 

(4) The institution must provide the 
Commissioner and the HEW Audit 
Agency with access to records and 
other documents necessary to review 
the results of audits. 


(20 U.S.C. 1070b; 20 U.S.C. 1232c) 


§ 176.20 Maintenance of effort. 


(a) For each award year for which it 
receives an allocation under this part, 
the institution must continue to 
expend, in its own scholarship and stu- 
dent aid programs, an amouni which is 
not less than the average expenditure 
per year made for that purpose during 
the three award years preceding the 
latest of the following dates or award 
years: 

(1) the effective date of any agree- 
ment required by section 443 of the 
college work-study program (42 U.S.C. 
2753) or section 407 of the educational 
opportunity grants program (20 U.S.C. 
1067) which was in effect on June 30, 
1973, 

(2) The award year for which the in- 
stitution receives or received its first 
allocation under the college work- 
study program, 

(3) The award year for which the in- 
stitution received its first allocation 
under the educational opportunity 
grants program (20 U.S.C. 1061-1067, 
1069), or 

(4) The award year for which the in- 
stitution receives or received its first 
allocation under this part if the insti- 
tution did not participate in the educa- 
tional opportunity grants program in 
the award year immediately preceding 
that award year. 

(b)(1) The Commissioner may waive 
the requirements set forth in para- 
graph (a) of this section for an award 
year under special and unusual cir- 
cumstances. Special and unusual cir- 
cumstances include: 

(i) A withdrawal of funds from out- 
side sources (for public institutions, 
public appropriations are not consid- 
ered an outside source), or 

(ii) A decline in enrollment where 
the institution continued to expend in 
its own scholarship and student aid 
program on a_ per-enrolled-student 
basis, an amount at least equal to the 
average amount expended per enrolled 
student during the 3-year base period. 

(2) Where an institution fails to 
meet the requirements set forth in 
paragraph (a) of this section for a par- 
ticular award year because it withdrew 
as a direct lender under the GSL pro- 
gram, the Commissioner may waive 
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that portion of the failure that equals 
the average amount of loans made by 
the institution as a direct lender under 
the GSL program during the 3-year 
base period if the institution provides 
financial assistance to its students in 
an amount equal to the amount it is 
required to maintain under paragraph 
(a) through its own scholarship and 
student financial aid expenditures and 
by arranging alternative sources of as- 
sistance. However, the amount of al- 
ternative sources that is included may 
not exceed the amount that the Com- 
missioner waives. 

(3) Where an institution fails te 
meet the requirements set forth in 
paragracth (a) of this section for an 
award ~’ear because the Commissioner 
witheiew its authority to participate 
as a direct lender under the GSL pro- 
graiux the Commissioner may waive for 
that year that portion of the failure 
that equals the average amount of 
loans made by the institution as a 
direct lender under the GSL program 
during the 3-year base period. The 
Commissioner may also waive that 
amount for future award years if the 
institution provides financial assist- 
\ance to its students in an amount it is 
required to maintain under paragraph 
(a) through its own scholarship and 
student financial aid expenditures and 
by arranging alternative sources of 
such assistance. However, the amount 
of alternative sources that is included 
may not exceed the amount that the 
Commissioner waives. 

(4) For purposes of this paragraph 
the Commissioner will consider that 
the institution has arranged aiterna- 
tive sources of assistance for its stu- 
dents if that assistance is provided to 
students under a written agreement 
between the institution and the fund- 
ing source. 

(c) To obtain a waiver of the mainte- 
nance of effort requirement set forth 
in paragraph (a) of this section for a 
particular award year, an institution 
must submit to the Commissioner a re- 
quest for a waiver including a descrip- 
tion of the circumstances justifying 
the waiver. 

(d) An institution’s “own scholarship 
and student financial aid program” in- 
cludes any expenditure of institutional 
funds for scholarships, grants, loans, 
tuition and fee waivers or remissions, 
and any empioyment given to students 
enrolled at the institution at both the 
graduate and undergraduate level, re- 
gardless of whether those students are 
eligible to participate in the SEOG or 
CWS programs. Funds given to the in- 
stitution from an outside source to be 
used for scholarships or other forms 
of student financial aid, will be consid- 
ered institutional funds if the institu- 
tion has the authority to choose the 
recipients and the amount the recipi- 
ents will receive. However, funds re- 
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ceived from Federal sources to be used 
for student financial aid may not, in 
any event, be considered as part of an 
institution’s own scholarship and stu- 
dent financial aid program. 

(e)(1) An institution may, in accord- 
ance with its stated practice, consider 
scholarships and other student finan- 
cial assistance given to students who 
are dependents of faculty members or 
other employees of the institution as 
student financial aid or employee 
benefits. 

(2) An institution must count fellow- 
ships and assistantships as part of its 
program of student financial assist- 
ance unless it is the stated practice of 
the institution to consider the holders 
of fellowships and assistantships as 
members of the institution’s faculty. 
In that case payments under fellow- 
ships and assistantships need not be 
considered financial aid. 

(3) An election of treatment under 
paragraphs (e) (1) and (2) of this sec- 
tion applies to both the base year 
period and current year expenditures. 
A change of treatment will be permit- 
ted only with the express written ap- 
proval of the Commissioner. 


(20 U.S.C. 1088c.) 


§ 176.21. Transfer of funds. 


(a) An institution may transfer up to 
10 percent of its allocation for an 
award year under the SEOG program 
to its allocation of funds for that year 
under the CWS program. Those funds 
must be used in accordance with the 
provisions of that latter program. Sim- 
ilarly, an institution may transfer up 
to 10 percent of its allocation for an 
award yesr under the CWS program 
to its allocation for that year under 
the SEOG program to be used in ac- 
cordance with the provisions of this 
part. The transfer of funds from the 
SEOG program may be made without 
regard to whether the funds were allo- 
cated for initial or continuing grants. 
Also, funds transferred to the SEOG 
program may be allocated by the insti- 
tution between its allocation for initial 
or continuing grants as the institution 
sees fit. 

(b) Any amount transferred under 
paragraph (a) of this section must be 
reported on the annual institutional 
fiscal operations report required by 
§ 176.19¢b)(2). 


(20 U.S.C. 1088e.) 


§ 176.22 Duration of student eligibility. 

A student is eligible to receive a sup- 
plemental grant for the period of time 
required to complete an undergrad- 
uate course of study. That period is 
usually 4 academic years, but may be 
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extended up to 1 additional year if— 

(1) The student is pursuing a 5-year 
course of study designed to lead to a 
first degree; or 

(2) The institution determines that, 
because of particular circumstances, 
the student needs an additional year 
to complete a course of study that nor- 
mally requires 4 years. 


(20 U.S.C. 1070b-1.) 


§ 176.23 Types of grant awards. 


An institution may award only one 
initial grant to a student, and the 
maximum duration of that grant is 1 
academic year. 

However, if a student receives an ini- 
tial grant from one institution and 
transfers to a second institution, any 
supplemental grant awarded by the 
second institution to that student is a 
continuing grant. 


(20 U.S.C. 1070b.) 


§ 176.24 Amount of grant. 


(a) In general, a supplemental grant 
awarded to a student for an academic 
year must equal the amount the insti- 
tution determines is needed by the 
student to pursue his or her studies at 
that institution. 

(b) Nothwithstanding paragraph (a) 
of this section, in no event may a 
grant be awarded for a full academic 
year which (1) is less than $200 or (2) 
exceeds the lesser of (i) $1,500 or (ii) 
one-half of the amount of student fi- 
nancial aid made available to the stu- 
dent through the institution. 

(c) A grant awarded to a student for 
less than a full academic year is limit- 
ed by a maximum and minimum which 
bear the same proportion to $1,500 
and $200 respectively as the length of 
the period of attendance bears to the 
length of the full academic year. 

(d) Payments under the basic grants, 
CWS, and NDSL programs and under 
this part and any assistance provided 
to a student under any scholarship 
program established by a State or a 
private institution or organization are 
considered to be student financial aid 
made available through the institu- 
tion. 

(e) General rule. (1) To qualify as fi- 
nancial aid made available to the stu- 
dent through the institution, in gener- 
al, the institution must disburse the 
aid to the student before the end of 
the academic year for which the stu- 
dent received a supplemental grant. 

(2) In the case of financial aid in the 
form of compensation for work per- 
formed for the institution, or for an 
employer other than the institution 
under an agreement with the institu- 
tion, the compensation must be earned 


by the student before the academic 
year ends and must be paid to the stu- 
dent no later than the next regular 
payday following the end of the last 
eligible payroll period. 

(f) Notwithstanding paragraph (e) of 
this section, scholarship aid from 
sources outside the institution may be 
considered as being made available 
through the institution even if dis- 
bursed after the end of the academic 
year if the institution does not control 
the disbursement of those funds. 

(g) No student may. be awarded more 
than $4,000, except.that a student 
whose eligibility is extended for a fifth 
year under § 176.22 may receive up to 
$5,000. 


(20 U.S.C. 1070b-1.) 


APPENDIX A 


ALLOTMENT OF FUNDS TO STATES FOR FISCAL 
YEAR 1972 


$1,136,295 
37,532 
794,102 
645,033 
8.125.711 
1,092,555 
994,752 
174,114 
568,864 








Delaware 
District of Columbia 
Florida 








1,291,155 
298,396 
320,388 

3,743,393 

1,967,198 

1,331,999 

1,082,749 

1,080,641 

1,276,332 
308,431 

1,168,652 

2,758,217 

3,339,267 

1.663.842 
863,948 

1,754,719 
323,599 
713,689 
116,425 
322,323 

1,321,749 
412.226: 

6,234,166 

1,783,607 

\ 351.555 

3.568.791 

1,178,300 

1,035,037 

3,751,149 
393,990 
690,479 
347,053 

1,398,807 

4,038,448 
781,127 
236,506 

1,293,349 

1,525,138 
707.338 

1,916,003 
151,836 

13,218 
555.030 
4,745 








Illinois 

Indiana 
Iowa 
Kansas 
Kentucky 
Lovisiana 























Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri... 
Montana 
Nebraska 
Nevada 
New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 












































South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 






































Puerto Rico. 
Virgin Islands 








Total 75,050,000 
{FR Doc. 78-23252 Filed 8-23-78; 8:45 am] 
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